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HOUSE OF REPRESENTATIVES-Friday, October 20, 1995 
The House met at 10 a.m. and was 

called to order by the Speaker pro tem
pore [Mr. UPTON]. 

DESIGNATION OF THE SPEAKER 
PRO TEMPORE 

The SPEAKER pro tempore laid be
fore the House the following commu
nication from the Speaker: 

WASHINGTON, DC, 
October 20, 1995. 

I hereby designate the Honorable FRED 
UPTON to act as Speaker pro tempore on this 
day. 

NEWT GINGRICH, 
Speaker of the House of Representatives. 

PRAYER 
The Chaplain, Rev. James David 

Ford, D.D., offered the following pray
er: 

Whatever our concerns and whatever 
our hopes, we pray, almighty God, that 
we will be appreciative of the wonders 
of Your whole creation and faithful 
stewards of that which has been en
trusted to us. Remind us to be good 
custodians of the resources of our land 
so that those who follow us will not be 
needy because of our neglect or because 
of our selfishness. May we be vigilant 
so that all the resources that have 
come to us, the material and the spir
itual, will be enriched and multiply to 
Your honor and to the service of every 
person. In Your name, we pray. Amen. 

THE JOURNAL 
The SPEAKER pro tempore. The 

Chair has examined the Journal of the 
last day's proceedings and announces 
to the House his approval thereof. 

Pursuant to clause 1, rule I, the Jour
nal stands approved. 

PLEDGE OF ALLEGIANCE 
The SPEAKER pro tempore. The 

Pledge of Allegiance will be led by the 
Chair. 

The SPEAKER pro tempore led the 
Pledge of Allegiance as follows: 

I pledge allegiance to the Flag of the 
United States of America, and to the Repub
lic for which it stands, one nation under God. 
indivisible, with liberty and justice for all. 

MESSAGE FROM THE SENATE 
A message from the Senate by Mr. 

Lundregan, one of its clerks, an
nounced that the Senate had passed 
with amendments in which the concur-

rence of the House is requested, a bill 
of the House of the following title: 

H.R. 1617. An act to consolidate and reform 
workforce development and literacy pro
grams, and for other purposes. 

The message also announced that the 
Senate insists upon its amendments to 
the bill (H.R. 1617) "An Act to consoli
date and reform workforce develop
ment and literacy programs, and for 
other purposes", requests a conference 
with the House on the disagreeing 
votes of the two Houses thereon, and 
appoints Mrs. KASSEBAUM, Mr. JEF
FORDS, Mr. COATS, Mr. GREGG, Mr. 
FRIST, Mr. DEWINE, Mr. ASHCROFT, Mr. 
ABRAHAM, Mr. GoRTON, Mr. KENNEDY, 
Mr. PELL, Mr. DODD, Mr. SIMON, Mr. 
HARKIN' Ms. MIKULSKI, and Mr. 
WELLS TONE to be the conferees on the 
part of the Senate. 

The message also announced that the 
Senate insists upon its amendment to 
the bill (H.R. 2126) "An Act making ap
propriations for the Department of De
fense for the fiscal year ending Sep
tember 30, 1996, and for other pur
poses", agrees to a further conference 
asked by the House on the disagreeing 
votes of the two Houses thereon, and 
appoints Mr. STEVENS, Mr. COCHRAN, 
Mr. SPECTER, Mr. DOMENIC!, Mr. BOND, 
Mr. MCCONNELL, Mr. MACK, Mr. SHEL
BY, Mr. GREGG, Mr. HATFIELD, Mr. 
INOUYE, Mr. HOLLINGS, Mr. JOHNSTON, 
Mr. BYRD, Mr. LEAHY, Mr. BUMPERS, 
Mr. LAUTENBERG, and Mr. HARKIN, to be 
the conferees on the part of the Senate. 

The message also announced that the 
Senate had passed bills of the following 
titles, in which the concurrence of the 
House is requested: 

S. 868. An act to provide authority for 
leave transfer for Federal employees who are 
adversely affected by disasters or emer
gencies, and for other purposes; 

S. 1048. An act to authorize appropriations 
for fiscal year 1996 to the National Aero
nautics and Space Administration for human 
space flight; science, aeronautics, and tech
nology; mission support; and Inspector Gen
eral; and for other purposes; and 

S. 1309. An act to reauthorize the tied aid 
credit program of the Export-Import Bank of 
the United States, and to allow the Export
Import Bank to conduct a demonstration 
project. 

RECESS 
The SPEAKER pro tempore. The 

house will now stand in recess subject 
to the call of the Chair. 

Accordingly (at 10 o'clock and 2 min
utes a.m.), the House stood in recess 
subject to the call of the Chair. 

D 1835 

AFTER RECESS 
The recess having expired, the House 

was called to order by the Speaker pro 
tempore (Mr. PETRI) at 6 o'clock and 35 
minutes p.m. 

EXTENSION OF REMARKS 
The SPEAKER pro tempore. Without 

objection, on this day all Members are 
permitted to extend their remarks and 
include extraneous material in that 
section of the RECORD entitled "Exten
sion of Remarks." 

There was no objection. 

ADJOURNMENT TO TUESDAY, 
OCTOBER 24, 1995 

The SPEAKER pro tempore. Without 
objection, when the House adjourns 
today, it will adjourn to meet at 12:30 
p.m. on Tuesday, October 24, 1995, for 
morning hour debates. 

There was no objection. 

CONFERENCE REPORT ON H.R. 2002 

Mr. WOLF submitted the following 
conference report and statement on the 
bill (H.R. 2002) making appropriations 
for the Department of Transportation 
and related agencies for the fiscal year 
ending September 30, 1996, and for oth
ers purposes: 

CONFERENCE REPORT (H. REPT. 104-286) 
The committee of conference on the dis

agreeing votes of the two Houses on the 
amendments of the Senate to the bill (H.R. 
2002) "making appropriations for the Depart
ment of Transportation and related agencies 
for the fiscal year ending September 30, 1996, 
and for other purposes," having met, after 
full and free conference, have agreed to rec
ommend and do recommend to their respec
tive Houses as follows: 

That the Senate recede from its amend
ments numbered 2, 5, 10, 11, 12, 13, 18, 19, 21, 
34, 37, 44, 51, 53, 56, 63, 64, 65, 66, 73, 78, 86, 91, 
112, 121, 125, 126, 132, 133, 134, 135, 141, 142, 143, 
146, 148, 152, 155, 156, 161, 162, 165, 166, 171, 172, 
173, 181, 183, 184, 185, 189, and 190. 

That the House recede from its disagree
ment to the amendments of the Senate num
bered 3, 4, 15, 17, 20, 24, 31, 33, 35, 38, 39, 42, 43, 
4~4~W.6~7~71.~.7~TI.7~M,8~8~90. 
93. 99, 105, 107, 108, 114, 119, 120, 136, 138, 144, 
145, 147, 149, lW, 151, 159, 160, 168, 169, 170, and 
191, and agree to the same. 

Amendment numbered 1: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered l, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $56,189,000; and the Senate 
agree to the same. 

Amendment numbered 6: 
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That the House recede from its disagree

ment to the amendment of the Senate num
bered 6, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $8,220,000; and the Senate agree 
to the same. 

Amendment numbered 7: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 7, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $103,149,000; and the Senate 
agree to the same. 

Amendment numbered 8: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 8, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $22,600,000; and the Senate 
agree to the same. 

Amendment numbered 9: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 9, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $22,600,000; and the Senate 
agree to the same. 

Amendment numbered 14: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 14, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $16,000,000; and the Senate 
agree to the same. 

Amendment numbered 16: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 16, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $135,200,000; and the Senate 
agree to the same. 

Amendment numbered 22: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 22, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $2,278,991,000; and the Senate 
agree to the same. 

Amendment numbered 23: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 23, and agree to the same with an 
amendment, as follows: 

Restore the matter stricken by said 
amendment, amended to read as follows: ; 
and of which $20,000,000 shall be expended from 
the Boat Safety Account; and the Senate agree 
to the same. 

Amendment numbered 25: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 25, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $362,375,000; and on page 8 of the 
House engrossed bill H.R. 2002 delete line 23; 
and the Senate agree to the same. 

Amendment numbered 26: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 26, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $167,600,000; and the Senate 
agree to the same. 

Amendment numbered 27: 
That the House recede from its disagree

ment to the amendment of the Senate num-

bered 27, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $12,000,000; and the Senate 
agree to the same. 

Amendment numbered 28: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 28, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $49,200,000; and the Senate 
agree to the same. 

Amendment numbered 29: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 29, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $88,875,000; and the Senate 
agree to the same. 

Amendment numbered 30: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 30, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $44,700,000; and the Senate 
agree to the same. 

Amendment numbered 32: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 32, and agree to the same with an 
amendment, as follows: 

In lieu of the matter proposed by said 
amendment, insert: Provided further, That the 
Commandant may dispose of surplus real prop
erty by sale or lease and the proceeds of such 
sale or lease shall be credited to this appropria
tion; and the Senate agree to the same. 

Amendment numbered 36: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 36, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $18,000,000; and the Senate 
agree to the same. 

Amendment numbered 40: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 40, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $4,645,712,000; and the Senate 
agree to the same. 

Amendment numbered 41: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 41, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $2,222,859,100; and the Senate 
agree to the same. 

Amendment numbered 45: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 45, and agree to the same with an 
amendment, as follows: 

In lieu of the matter proposed by said 
amendment, insert: : Provided further, That 
the Secretary may transfer funds to this ac
count, from Coast Guard "Operating expenses", 
not to exceed $60,000,000 in total for the fiscal 
year, fifteen days after written notification to 
the House and Senate Committees on Appropria
tions, solely for the purpose of providing addi
tional funds for air traffic control operations 
and maintenance to enhance aviation safety 
and security; and the Senate agree to the 
same. 

Amendment numbered 47: 
That the House recede from its disagree

ment to the amendment of the Senate num-

bered 47, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $1,934,883,000; and the Senate 
agree to the same. 

Amendment numbered 48: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 48, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $1,718,883,000; and the Senate 
agree to the same. 

Amendment numbered 52: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 52, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $185,698,000; and the Senate 
agree to the same. 

Amendment numbered 54: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 54, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $1,450,000,000; and the Senate 
agree to the same. 

Amendment numbered 55: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 55, and agree to the same with an 
amendment, as follows: 

In lieu of the first sum named in said 
amendment, insert: $26,000,000. 

In lieu of the second sum named in said 
amendment, insert: $48,000,000; and the Sen
ate agree to the same. 

Amendment numbered 57: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 57,. and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $509,660,000; and the Senate 
agree to the same. 

Amendment numbered 58: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 58, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $208,946,000; and the Senate 
agree to the same. 

Amendment numbered 59: 
That the House recede from its disagree

ment to the amendment of the Senate num~ 
bered 59, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $11,000,000; and the Senate 
agree to the same. 

Amendment numbered 60: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 60, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $11,000,000; and the Senate 
agree to the same. 

Amendment numbered 61: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 61, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $17,550,000,000; and the Senate 
agree to the same. 

Amendment numbered 62: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 62, and agree to the same with an 
amendment, as follows: 
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In lieu of the sum proposed by said amend

ment, insert: $77,225,000; and the Senate 
agree to the same. 

Amendment numbered 67: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 67, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $51 ,884 ,430; and the Senate 
agree to the same. 

Amendment numbered 68: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 68, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $32,247,000; and the Senate 
agree to the same. 

Amendment numbered 72: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 72, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $127,700,000; and the Senate 
agree to the same. 

Amendment numbered 75: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 75, and agree to the same with an 
amendment, as follows: 

Restore the matter stricken by said 
amendment, amended to read as follows: Pro
vided further, That none of these funds shall be 
used for construction, rehabilitation or remodel
ing costs, or for office furnishing and fixtures 
for State, local, or private buildings or struc
tures; and the Senate agree to the same. 

Amendment numbered 80: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 80, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $49,919,000; and the Senate 
agree to the same. 

Amendment numbered 81: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 81, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $24,550,000; and the Senate 
agree to the same. 

Amendment numbered 82: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 82, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, i11sert: $115,000,000; and the Senate 
agree to the same. 

Amendment numbered 83: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 83, and agree to the same with an 
amendment, as follows: 

In lieu of the matter stricken and inserted 
by said amendment, insert: studies, corridor 
planning, development, demonstration, and im
plementation, $19,205,000, to remain available 
until expended; and on page 24, line 14 of the 
House engrossed bill H.R. 2002, delete 
"$5,000,000" and in lieu thereof, insert: 
$7,118,000; and the Senate agree to the same. 

Amendment numbered 87: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 87, and .agree to the same with an 
amendment, as follows: 

In lieu of the first sum named in said 
amendment, insert: $1,000,000; and in lieu of 
the second sum named in said amendment, 

insert: $6,000,000; and the Senate agree to the 
same. 

Amendment numbered 88: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 88, and agree to the same with an 
amendment, as follows: 

In lieu of the matter stricken and inserted 
by said amendment, insert: $635,000,000, to re
main available until expended; and the Senate 
agree to the same. 

Amendment numbered 92: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 92, and agree to the same with an 
amendment, as follows: 

Restore the matter stricken by said 
amendment, amended to read as follows: 
That up to $15,000,000 of the amount made 
available under this head for capital improve
ments may, at the discretion of the Corporation, 
be transferred to the Northeast Corridor Im
provement Program: Provided further , 

And the Senate agree to the same. 
Amendment numbered 94: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 94, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $942,925,000; and the Senate 
agree to the same. 

Amendment numbered 95: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 95, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $2,052,925,000; and the Senate 
agree to the same. 

Amendment numbered 96: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 96, and agree to the same with an 
amendment, as follows: 

In lieu of the matter proposed by said 
amendment, insert: : Provided further, That 
the limitation on operating assistance provided 
under this heading shall, for urbanized areas of 
less than 200,000 in population, be no less than 
seventy-five percent of the amount of operating 
assistance such areas are eligible to receive 
under Public Law 103-331; and the Senate 
agree to the same. 

Amendment numbered 97: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 97, and agree to the same with an 
amendment, as follows: 

In lieu of the matter proposed by said 
amendment, insert: : Provided further, That in 
the distribution of the limitation provided under 
this heading or urbanized areas that had a pop
ulation under the 1990 census of 1,000,000 or 
more, the Secretary shall direct each such area 
to give priority consideration to the impact of 
reductions in operating assistance on smaller 
transit authorities operating within the area 
and to consider the needs and resources of such 
transit authorities when the limitation is distrib
uted among all transit authorities operating in 
the area; and the Senate agree to the same. 

Amendment numbered 98: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 98, and agree to the same with an 
amendment, as follows: 

In lieu of the matter stricken and inserted 
by said amendment, insert: $85,500,000 of 
which $39,500,000 shall be for activities under 49 
U.S.C. 5303, $4,500,000 for activities under 49 
U.S.C. 5311(b)(2), $8,250,000 for activities under 
49 U.S.C. 5313(b), $22,000,000 for activities under 
49 U.S.C. 5314, $8,250,000 for activities under 49 

U.S.C. 5313(a) , and $3,000,000 for activities 
under 49 U.S.C. 5315; and the Senate agree to 
the same. 

Amendment numbered 100: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 100, and agree to the same with an 
amendment, as follows: 

In lieu of the matter stricken and inserted 
by said amendment, insert: , notwithstanding 
any other provision of law , except for fixed 
guideway modernization projects, $21,631,250 
made available under Public Law 102-388 under 
"Federal Transit Administration, Discretionary 
Grants" for projects SPecified in that Act or 
identified in reports accompanying that Act, not 
obligated by September 30 , 1995, shall be made 
available for new fixed guideway systems to
gether with the $666,000,000 made available for 
new fixed guideway systems in this Act, to be 
available as follows; and the Senate agree to 
the same. 

Amendment numbered 101: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 101, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $20,060,000; and the Senate 
agree to the same. 

Amendment numbered 102: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 102, and agree to the same with an 
amendment, as follows: 

Restore the matter stricken by said 
amendment, amended to read as follows: 
$4,250,000 for the Canton-Akron-Cleveland com
muter rail project; ; and the Senate agree to 
the same. 

Amendment numbered 103: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 103, and agree to the same with an 
amendment, as follows: 

Restore the matter stricken by said 
amendment, amended to read as follows: 
$1,000,000 for the Cincinnati Northeast/Northern 
Kentucky rail line project; ; and the Senate 
agree to the same. 

Amendment numbered 104: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 104, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $3,000,000; and the Senate agree 
to the same. 

Amendment numbered 106: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 106, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $6,000,000; and the Senate agree 
to the same. 

Amendment numbered 109: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 109, and agree to the same with an 
amendment, as follows: 

Restore the matter stricken by said 
amendment, amended to read as follows: 
$9,720,625 for the Jacksonville ASE extension 
project;; and the Senate agree to the same. 

Amendment numbered 110: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 110, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $85,000,000; and the Senate 
agree to the same. 

Amendment numbered 111: 
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That the House recede from its disagree

ment to the amendment of the Senate num
bered 111, and agree to the same with an 
amendment, as follows: 

Restore the matter stricken by said 
amendment, amended to read as follows: 
$8,500,000 for the Los Angeles-San Diego com
muter rail project; ; and the Senate agree to 
the same. 

Amendment numbered 113: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 113, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $15,315,000; and the senate agree 
to the same. 

Amendment numbered 115: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 115, and agree to the same with an 
amendment, as follows: 

Restore the matter stricken by said 
amendment, amended to read as follows: 
$1,250,000 for the Memphis, Tennessee Regional 
Rail Plan; ; and the Senate agree to the same. 

Amendment numbered 116: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 116, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $80,250,000; and the Senate 
agree to the same. 

Amendment numbered 117: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 117, and agree to the same with an 
amendment, as follows: 

Restore the matter stricken by said 
amendment, amended to read as follows: 
$5,000,000 for the New Orleans Canal Street Cor
ridor project; ; and the Senate agree to the 
same. 

Amendment numbered 118: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 118, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $126,725,125; and the Senate 
agree to the same. 

Amendment numbered 122: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 122, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $12,500,000; and the Senate 
agree to the same. 

Amendment numbered 123: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 123, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $9,759,500; and the Senate agree 
to the same. 

Amendment numbered 124: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 124, and agree to the same with an 
amendment, as follows: 

Restore the matter stricken by said 
amendment, amended to read as follows: , of 
which not more than $5,000,000 may be available 
for high-occupancy vehicle lane and intermodal 
corridor design costs; and the Senate agree to 
the same. 

Amendment numbered 127: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 127, and agree to the same with an 
amendment, as follows: 

Restore the matter stricken by said 
amendment, amended to read as follows: 
$7,500,000 for the San Juan, Puerto Rico Tren 
Urbano project; 

And the Senate agree to the same. 
Amendment numbered 128: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 128, and agree to the same with an 
amendment, as follows: 

Restore the matter stricken by said 
amendment, amended to read as follows: 
$500,000 for the Tampa to Lakeland commuter 
rail project; 

And the Senate agree to the same. 
Amendment numbered 129: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 129, and agree to the same with an 
amendment, as follows: 

Restore the matter stricken by said 
amendment, amended to read as follows: 
$2,500,000 for the Whitehall ferry terminal, New 
York, New York; 

And the Senate agree to the same. 
Amendment numbered 130: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 130, and agree to the same with an 
amendment, as follows: 

Restore the matter stricken by said 
amendment, amended to read as follows: ; 
and; the Senate agree to the same. 

Amendment numbered 131: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 131, and agree to the same with an 
amendment, as follows: 

In lieu of the matter proposed by said 
amendment, insert: $5,650,000 for the Bur
lington-Charlotte, Vermont commuter rail 
project. 

And the Senate agree to the same. 
Amendment numbered 137: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 137, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $23,937,000; and the Senate 
agree to the same. 

Amendment numbered 139: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 139, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $31,448,000; and the Senate 
agree to the same. 

Amendment numbered 140: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 140, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $23,750,000; and the Senate 
agree to the same. 

Amendment numbered 153: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 153, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $7,500,000; and the Senate agree 
to the same. 

Amendment numbered 154: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 154, and agree to the same with an 
amendment, as follows: 

In lieu of the sum proposed by said amend
ment, insert: $95,649,000; and the Senate 
agree to the same. 

Amendment numbered 157: 

That the House recede from its disagree
ment to the amendment of the Senate num
bered 157, and agree to the same with an 
amendment, as follows: 

In lieu of the matter stricken and inserted 
by said amendment, insert: collocate and con
solidate; and the Senate agree to the same. 

Amendment numbered 158: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 158, and agree to the same with an 
amendment, as follows: 

In lieu of the matter stricken and inserted 
by said amendment, insert: surface transpor
tation field offices and administrative activities; 
and the Senate agree to the same. 

Amendment numbered 163: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 163, and agree to the same with an 
amendment, as follows: 

In lieu of the matter proposed by said 
amendment, insert the following: 

SEC. 339. None of the funds in this Act shall, 
in the absence of express authorization by Con
gress, be used directly or indirectly to pay for 
any personal service, advertisement, telegram, 
telephone, letter, printed or written matter, or 
other device, intended or designed to influence 
in any manner a Member of Congress, to favor 
or oppose, by vote or otherwise, any legislation 
or appropriation by Congress, whether before or 
after the introduction of any bill or resolution 
proposing such legislation or appropriation: 
Provided, That this shall not prevent officers or 
employees of the Department of Transportation 
or related agencies funded in this Act from com
municating to Members of Congress on the re
quest of any Member or to Congress, through 
the proper official channels, requests for legisla
tion or appropriations which they deem nec
essary for the efficient conduct of the public 
business. 

And, on page 53 of the House engrossed bill 
H.R. 2002, delete lines 1-13. 

And the Senate agree to the same. 
Amendment numbered 164: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 164, and agree to the same with an 
amendment, as follows: 

Restore the matter stricken by said 
amendment, amended to read as follows: 

SEC. 340. None of the funds in this Act shall 
be available to pay the salaries and expenses of 
any individual to arrange tours of scientists or 
engineers employed by or working for the Peo
ple's Republic of China, to hire citizens of the 
People's Republic of China to participate in re
search fellowships sponsored by the modal ad
ministrations of the Department of Transpor
tation, or to provide training or any form of 
technology trans/ er to scientists or engineers 
employed by or working for the People's Repub
lic of China: Provided, That this provision shall 
not apply to the Federal Aviation Administra
tion or the joint Federal Aviation Administra
tion, Department of Defense and Department of 
Commerce initiative designed to modernize the 
air traffic control system of the People's Repub
lic of China. 

And the Senate agree to the same. 
Amendment numbered 167: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 167, and agree to the same with an 
amendment, as follows: 

In lieu of the matter proposed by said 
amendment, insert: 

SEC. 343. None of the funds made available in 
this Act may be used for improvements to the 
Miller Highway in New York City, New York. 

And the Senate agree to the same. 
Amendment numbered 174: 
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That the House recede from its disagree

ment to the amendment of the Senate num
bered 174, and agree to the same with an 
amendment, as follows: 

In lieu of the matter proposed by said 
amendment, insert: 

SEC. 347. (a) In consultation with the employ
ees of the Federal Aviation Administration and 
such non-governmental experts in personnel 
management systems as he may employ. and 
notwithstanding the provisions of title 5, United 
States Code, and other Federal personnel laws, 
the Administrator of the Federal Aviation Ad
ministration shall develop and implement, not 
later than January l, 1996, a personnel manage
ment system for the Federal Aviation Adminis
tration that addresses the unique demands on 
the agency's work! orce. Such a new system 
shall, at a minimum, provide for greater flexibil
ity in the hiring, training, compensation, and 
location of personnel. 

(b) The provisions of title 5, United States 
Code, shall not apply to the new personnel man
agement system developed and implemented pur
suant to subsection (a). with the exception of: 

(1) Section 2302(b), relating to whistleblower 
protection; 

(2) Sections 3308-3320, relating to veterans' 
preference; 

(3) Section 7116(b)(7), relating to limitations 
on the right to strike; 

(4) Section 7204, relating to antidiscrimina
tion; 

(5) Chapter 73, relating to suitability, security, 
and conduct; 

(6) Chapter 81, relating to compensation for 
work injury; and 

(7) Chapters 83-115, 87, and 89, relating to re
tirement, unemployment compensation, and in
surance coverage. 

(c) This section shall take effect on April 1, 
1996. 

And the Senate agree to the same. 
Amendment numbered 175: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 175, and agree to the same with an 
amendment, as follows: 

In lieu of the matter proposed by said 
amendment, insert: 

SEC. 348. (a) In consultation with such non
governmental experts in acquisition manage
ment systems as he may employ, and notwith
standing provisions of Federal acquisition law, 
the Administrator of the Federal Aviation Ad
ministration shall develop and implement, not 
later than January 1, 1996, an acquisition man
agement system for the Federal Aviation Admin
istration that addresses the unique needs of the 
agency and, at a minimum, provides for more 
timely and cost-effective acquisitions of equip
ment and materials. 

(b) The following provisions of Federal acqui
sition law shall not apply to the new acquisition 
management system developed and implemented 
pursuant to subsection (a): 

(1) Title III of the Federal Property and Ad
ministrative Services Act of 1949 (41 U.S.C. 252-
266). 

(2) The Office of Federal Procurement Policy 
Act (41 U.S.C. 401 et seq.); 

(3) The Federal Acquisition Streamlining Act 
of 1994 (Public Law 103-355); 

(4) The Small Business Act (15 U.S.C. 631 et 
seq.), except that all reasonable opportunities to 
be awarded contracts shall be provided to small 
business concerns and small business concerns 
owned and controlled by socially and economi
cally disadvantaged inidividuals; 

(5) The Competition in Contracting Act; 
(6) Subchapter V of Chapter 35 of title 31, re

lating to the procurement protest system; 
(7) The Brooks Automatic Data Processing Act 

(40 U.S.C. 759); and 

(8) The ' Federal Acquisition Regulation and 
any laws not listed in (a) through (e) of this sec
tion providing authority to promulgate regula
tions in the Federal Acquisition Regulation. 

(c) This section shall take effect on April 1, 
1996. 

And the Senate agree to the same. 
Amendment numbered 176: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 176, and agree to the same with an 
amendment, as follows: 

In lieu of the section designation of said 
amendment, insert: 

SEC. 349. 
And the Senate agree to the same. 
Amendment numbered 177: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 177, and agree to the same with an 
amendment, as follows: 

In lieu of the section designation of said 
amendment, insert: 

SEC. 350. 
And the Senate agree to the same. 
Amendment numbered 178: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 178, and agree to the same with an 
amendment, as follows: 

In lieu of the section designation of said 
amendment, insert: 

SEC. 351. 
And the Senate agree to the same. 
Amendment numbered 179: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 179, and agree to the same with an 
amendment, as follows: 

In lieu of the section designation of said 
amendment, insert: 

SEC. 352. 
And the Senate agree to the same. 
Amendment numbered 180: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 180, and agree to the same with an 
amendment, as follows: 

In lieu of the section designation of said 
amendment, insert: 

SEC. 353. 
And the Senate agree to the same. 
Amendment numbered 182: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 182, and agree to the same with an 
amendment, as follows: 

In lieu of the section designation of said 
amendment, insert: 

SEC. 354. 
And the Senate agree to the same. 
Amendment numbered 186: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 186, and agree to the same with an 
amendment, as follows: 

In lieu of the section designation of said 
amendment, insert: 

SEC. 355. 
And the Senate agree to the same. 
Amendment numbered 187: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 187, and agree to the same with an 
amendment, as follows: 

In lieu of the section designation of said 
amendment, insert: 

SEC .. 
And the Senate agree to the same. 
Amendment numbered 188: 
That the House recede from its disagree

ment to the amendment of the Senate num
bered 188, and agree to the same with an 
amendment, as follows: 

In lieu of the matter proposed by said 
amendment, insert: 
SEC. 357. AUTHORITY TO USE FUNDS FOR SIDING 

AND INTERMODAL FACIUTY IN 
RICHLAND COUNTY, NORTH DAKOTA. 

Notwithstanding section 22101(a)(3) of title 49, 
United States Code, the State of North Dakota 
may use funds available to the State under sec
tion 22106(b) of such title for the building of a 
siding and intermodal facility proposed by the 
State in Sections 7 and 8, Township 133 North, 
Range 47 West, Richland County, North Da
kota. 

And the Senate agree to the same. 
FRANK R. WOLF, 
TOM DELAY, 
RALPH REGULA, 
HAROLD ROGERS, 
JIM LIGHTFOOT, 
RON PACKARD, 
SONNY CALLAHAN, 
JAY DICKEY, 
BOB LIVINGSTON, 
MARTIN OLA v SABO (except 

amendment 174 and 
amendment 190) 

RICHARD J. DURBIN (except 
amendment 132, 
amendment 174, and 
amendment 190) 

RONALD D. COLEMAN 
(except amendment 174) 

THOMAS M. FOGLIETTA 
(except amendment 174) 

DAVID R. OBEY (except 
amendment 174) 

Managers on the Part of the House. 
MARK 0. HATFIELD, 
PETE V. DOMENIC!, 
ARLEN SPECTER, 
CHRISTOPHER S. BOND, 
SLADE GORTON, 
RICHARD C. SHELBY, 
FRANK R. LAUTENBERG, 
TOM HARKIN, 
BARBARA A. MIKULSKI, 

Managers on the Part of the Senate. 
JOINT EXPLANATORY STATEMENT OF 

THE COMMITTEE OF CONFERENCE 
The managers on the part of the House and 

the Senate at the conference on the disagree
ing votes of the two Houses on amendments 
of the Senate to the bill (R.R. 2002) making 
appropriations for the Department of Trans
portation and related agencies for the fiscal 
year ending September 30, 1996, and for other 
purposes, submit the following joint state
ment to the House and the Senate in expla
nation of the effect of the action agreed upon 
by the managers and recommended in the ac
companying conference report. 

CONGRESSIONAL DIRECTIVES 
The conferees agree that Executive Branch 

propensities cannot substitute for Congress' 
own statements concerning the best evidence 
of Congressional intentions-that is, the offi
cial reports of the Congress. Report language 
included by the House that is not changed by 
the report of the Senate, and Senate report 
language that is not changed by the con
ference is approved by the committee of con
ference. The statement of the managers, 
while repeating some report language for 
emphasis, is not intended to negate the lan
guage referred to above unless expressly pro
vided herein. 

PROGRAM, PROJECT AND ACTIVITY 
During fiscal year 1996, for the purposes of 

the Balanced Budget and Emergency Deficit 
Control Act of 1985 (Public Law 99-177), as 
amended, with respect to funds provided for 
the Department of Transportation and relat
ed agencies, the terms "program, project and 
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activity" shall mean any item for which a 
dollar amount is contained in an appropria
tions Act (including joint resolutions provid
ing continuing appropriations) or accom
panying reports of the House and Senate 
Committees on Appropriations, or accom
panying conference reports and joint explan
atory statements of the committee of con
ference. In addition, the reductions made 
pursuant to any sequestration order to funds 
appropriated for "Federal Aviation Adminis
tration, facilities and equipment" and for 
"Coast Guard, Acquisition, construction, and 
improvements" shall be applied equally to 
each "budget item" that is listed under said 
accounts in the budget justifications submit
ted to the House and Senate Committees on 
Appropriations as modified by subsequent 
appropriation Acts and accompanying com
mittee reports, conference reports, or joint 
explanatory statements of the committee of 
conference. The conferees recognize that ad
justments to the above allocations may be 
required due to changing program require
ments or priorities. The conferees expect any 
such adjustment, if required, to be accom
plished only through the normal reprogram
ming process. 

STAFFING INCREASES PROVIDED BY CONGRESS 

The conferees direct the Department of 
Transportation to fill expeditiously any posi
tions added in this bill, without regard to 
agency-specific staffing targets which may 
have been previously established to meet the 
mandated government-wide staffing reduc
tions. The conferees support the overall 
staffing reductions, and have made reduc
tions in the bill which more than offset staff
ing increases provided for a small number of 
specific activities. 

TITLE I-DEPARTMENT OF 
TRANSPORTATION 

OFFICE OF THE SECRETARY 

SALARIES AND EXPENSES 

Amendment No. 1: Appropriates $56,189,000 
for salaries and expenses of the Office of the 
Secretary, instead of $55,011,500 as proposed 
by the House and $56,500,000 as proposed by 
the Senate. Within these funds, the conferees 
have provided $91,000 and 1 full-time equiva
lent staff year for aviation information man
agement. 

The conference agreement includes the fol
lowing changes to the budget request for this 
office: 
Reductions in staff, - 8 

FTEs .............................. . 
Hold reception and rep

resentation costs to 1995 
levels ............................. . 

Hold travel to $365,000 ...... . 
Reduce contractual serv

ices for acquisition, 
maintenance and repair 
of ADP equipment and 
commercial online data 
information systems, and 
other reductions ............ . 

Delete funds for residual 
functions of the Inter-
state Commerce Commis-

-$600,000 

-20,000 
-150,000 

-500,000 

sion ................................. -4,705,000 

Reductions in staff, -8 FTEs.-The con
ference agreement reduces the number of full 
time equivalent staff of the Office of the Sec
retary by 8 full-time equivalent staff years 
and $600,000. Though the conferees believe 
that reductions in the number of attorney 
advisors, public affairs specialists and con
gressional affairs officers will not undermine 
the ability of the Department to conduct its 
core duties and responsibilities, the con-

ference agreement affords the Secretary the 
flexibility to determine the specific reduc
tions in staff. The Secretary is directed to 
allocate the reduction in staff and notify the 
House and Senate Committees on Appropria
tions within fifteen days after the enactment 
of this Act. 

Travel, office of the assistant secretary for 
budget and programs.-The conference agree
ment includes $5,000 for the travel of the of
fice of the assistant secretary for budget and 
programs, which is the same level imposed 
upon the office in fiscal year 1995. The con
ferees are concerned that travel for this of
fice in fiscal year 1995 may have exceeded 
last year's directive and that this directive 
may have been circumvented by using funds 
from the operating administrations. The 
conferees reiterate that Congressional direc
tives in this area need to be followed explic
itly by this office in the future and direct 
that no funds be used from other sources to 
supplement travel by this office. 

Reprogramming procedures.-Over the past 
year, the conferees have become aware of nu
merous instances in which various modal ad
ministrations of the department have either 
misinterpreted or disregarded the existing 
departmental reprogramming procedures, 
which limit reprogrammings among pro
grams, projects and activities to no more 
than ten percent unless Congressional ap
proval is granted. The conferees reiterate 
that the department shall not take any ac
tion that would contravene an instruction 
included in the conference agreement unless 
such action is in accord with the established 
reprogramming guidelines and for which pre
vious Congressional approval is provided. 

Office of intermodalism.-The conferees note 
that in 1991, the Intermodal Surface Trans
portation Efficiency Act created the Office 
of Intermodalism within the Department of 
Transportation to initiate and promote effi
cient intermodal transportation. The con
ferees express their support for the assist
ance the office has given the Department of 
Defense in exploring joint-use, civilian/mili
tary transportation infrastructure improve
ments at Biggs Army Airfield located at 
Fort Bliss, Texas. In consultation and co
operation with Santa Teresa, New Mexico 
and its proposed intermodal transportation 
facility, the conferees urge the Department 
to consider to support actively this venture. 

Amendment No. 2: Provides $40,000 for offi
cial reception and representation expenses as 
proposed by the House instead of $60,000 as 
proposed by the Senate. 

Amendment No. 3: Includes language that 
prohibits funds from being used to maintain 
"custody" of airline tariffs as proposed by 
the Senate, instead of language that pro
hibits funds to maintain "duplicate physical 
copies" of airline tariffs as proposed by the 
House. 

Amendment No. 4: Includes the words "and 
open" as proposed by the Senate, instead of 
"or open them" as proposed by the House. 

OFFICE OF CIVIL RIGHTS 

Amendment No. 5: Appropriates $6,554,000 
for the Office of Civil Rights as proposed by 
the House instead of $12,083,000 as proposed 
by the Senate. The conference agreement 
disallows the transfer of 65 FTEs and 
$5,158,000 to consolidate external civil rights 
functions in the office of the secretary. The 
conferees are concerned that the proposal to 
consolidate the various modal offices of civil 
rights into one office under the guidance of 
the secretary may dilute the power and flexi
bility of those offices to respond to the needs 
of small and minority businesses participat
ing in the various programs of the modal ad
ministrations. 

TRANSPORTATION PLANNING, RESEARCH, AND 
DEVELOPMENT 

Amendment No. 6: Appropriates $8,220,000 
for transportation planning, research, and 
development instead of $3,309,000 as proposed 
by the House and $9, 710,000 as proposed by 
the Senate. The conference agreement pro
vides $3,900,000 for the integrated personnel/ 
payroll system; $2,809,000 for transportation 
planning studies; $1,000,000 for aviation man
agement systems; and $500,000 for the docket 
management system. Funding of $6,195,000 
for the automated procurement system is de
ferred. 

Railroad Safety Institute.-The conferees 
urge the Department to consider providing 
funds to establish the Railroad Safety Insti
tute. This relates to a Senate provision in 
amendment numbered 185. 

WORKING CAPITAL FUND 

Amendment No. 7: Limits expenses of the 
working capital fund to $103,149,000, instead 
of $102,231,000 as proposed by the House and 
$104,364,000 as proposed by the Senate. The 
conference agreement includes the following 
reductions to the budget request: 
Disallowance of transfer 

from OST of intermodal 
data network ................. . 

Hold non-pay inflationary 
increases to 1.5 percent .. 

Reduction in WCF-funded 
travel ............................. . 

Reduction in executive 
training and develop-
ment programs .............. . 

-$453,000 

-262,000 

-300,000 

-200,000 

PAYMENTS TO AIR CARRIERS 

(LIQUIDATION OF CONTRACT AUTHORIZATION) 

(AIRPORT AND AIRWAY TRUST FUND) 

(INCLUDING RESCISSION OF CONTRACT 
AUTHORIZATION) 

Amendment No. 8: Appropriates $22,600,000 
to liquidate contract authority obligations 
for payments to air carriers instead of 
$15,000,000 as proposed by the House and 
$26,738,536 as proposed by the Senate. 

Amendment No. 9: Limits obligations for 
payments to air carriers to $22,600,000, in
stead of $15,000,000 as proposed by the House 
and $26,738,536 as proposed by the Senate. 

The conferees fully intend that all essen
tial air service communities that are partici
pating in the program in fiscal year 1995 will 
continue to be eligible for participation in 
the essential air service program in fiscal 
year 1996, albeit at reduced levels. The con
ferees expect that the Department may be 
required to make pro-rata reductions in the 
subsidy or daily/weekly service levels to 
manage the funding reductions included in 
the conference report. 

Amendment No. 10: Includes language pro
posed by the House that prohibits payments 
to air carriers in communities fewer than 
seventy highway miles from the nearest 
large or medium hub airport instead of sev
enty-five highway miles as proposed by the 
Senate. 

Amendment No. 11: Deletes "or small" pro
posed by the Senate. The program mileage 
criteria retained in the conference agree
ment pertain only to distances from the 
nearest "large or medium" hub airport as 
proposed by the House. 

Amendment No. 12: Deletes exception to 
essential air service program mileage cri
teria for communities having certain airline 
maintenance facilities proposed by the Sen
ate. The House bill contained no similar ex
ception. 

Amendment No. 13: Includes language pro
posed by the House that allows essential air 
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service subsidies to communities located 
greater than two hundred and ten miles from 
the nearest large or medium hub airport in
stead of two hundred miles as proposed by 
the Senate. 

Amendment No. 14: Rescinds $16,000,000 in 
contract authority from the payments to air 
carriers program instead of $23,600,000 as pro
posed by the House and $11,861,464 as pro
posed by the Senate. The conference agree
ment rescinds contract authority that is not 
available for obligation due to annual limits 
on obligations. 

Amendment No. 15: Deletes House lan
guage that would require the state, local 
government, or other non-Federal entity to 
pay at least fifty percent of the cost of pro
viding essential air service. The conferees 
recognize that many states' legislatures are 
not in session at this time and would have 
difficulty responding to the cost sharing re
quirements contained in the House bill. The 
conferees note, however, that states, local 
governments and non-Federal entitles should 
begin pursuing cost sharing mechanisms in 
anticipation of a fifty percent cost share re
quirement in fiscal year 1997. 

Pay and allowances: 

RENT AL PAYMENTS 

Amendment No. 16: Appropriates 
$135,200,000 for rental payments instead of 
$130,803,000 as proposed by the House and 
$139,689,000 as proposed by the Senate. 

Amendment No. 17: Provides $17,685,000 in 
rental payments from "Federal-aid high
ways, Limitation on general operating ex
penses" as proposed by the Senate instead of 
$17,099,000 as proposed by the House. 

MINORITY BUSINESS OUTREACH 

Amendment No. 18: Appropriates $2,900,000 
for minority business outreach activities as 
proposed by the House instead of $2,100,000 as 
proposed by the Senate. 

Amendment No. 19: Provides that of the 
funds appropriated for minority business 
outreach activities, $2,642,000 shall be avail
able until September 30, 1997, as proposed by 
the House instead of $1,842,000 as proposed by 
the Senate. 

Amendment No. 20: Provides that funds ap
propriated for minority business outreach 
activities may be used for business opportu
nities related to any mode of transportation 

Budget estimate .................................. .. .............................................. ................. ... ......................................... . 
Adjustments to budget estimate: 
Military pay and benefits: 

as proposed by the Senate. The House bill 
contained no similar provision. 

INTERSTATE COMMERCE COMMISSION SUNSET 

Amendment No. 21: Deletes appropriation 
of $4,705,000 for the Interstate Commerce 
Commission Sunset activities proposed by 
the Senate. The House bill contained no 
similar appropriation. Funding for these ac
tivities is included under amendment num
bered 166. 

COAST GUARD 

OPERATING EXPENSES 

Amendment No. 22: Appropriates 
$2,278,991,000 for Coast Guard operating ex
penses instead of $2,565,607 ,000 as proposed by 
the House and $2,286,000,000 as proposed by 
the Senate. The conference agreement as
sumes that additional funding of $300,000,000 
will be provided in the Department of De
fense Appropriations Act, 1996. 

The following table shows detailed adjust
ments to the budget estimate in the House 
and Senate recommendations and the con
ference agreement by budget activity: 

House bill Senate bill Conference 

$1 ,591,835,000 $1 ,591.835,000 $1,591 ,835,000 

Military pay raise (2.2%) ............. ...... .............. ........................................... .......... ............................... . .......................... ........................... ............................... .. -1,401,000 0 0 
Military essentiality ........................... .................................................................. ............................................. ............................ .. 
General detail .......................... ......................................................... .... ............................................................ ...................................... .............................. .. 
Leased housing (transfer) ... . .. . ....... ... . ... ...... ... . ....... ......... .......... ........... ......... ..... ..... . ... ...... . . .. . . . . . . . ..... . .. . .. . .... .. . . ... . . . .............. ....... .... . . . ... . . . .... . . . ....... .... ... . . . . ..................... ..... . 

Civilian pay and benefits: 
SES staffing ................ ...................................................... .......... ................................................................................ .. ....... ........ ................................................. .... ................ .. 
Youth opportunity staffing .. .............. ........................... ............................................................................. ....... .. .............................................................................................. .. 

Medical care and equipment: Hold costs to fiscal year 1995 level ........................................................................................................ ....................... ...... ........ . 
leased housing (by transfer) .................................................... ........................................................................... .... ......................................................... .. .... ............. ... . 
Budget activity-wide: 

Accelerate existing streamlining ................................................ ....................... .. .... .................... . 
Accelerate fiscal year 1997 restructuring .................... .............................................................. . . 
Undistributed .. .............................................................................................. .. 

Amount recommended ........................................................................................... ............................................................................. . 

Depot level maintenance: 
Aircraft ....................................... ... ..................... ....................................... . .. .................................................................................................................... . 
Electronics ................................ ............................ ..................... .. ...... ............................. . 
Shore facilities ...... ....... ..................................................................................................... ........ ........ . 
Vessels ............................................ ........ ... ............................................................. ............................ .. 

Amount recommended ....................................................... ............................................................... .. 

Operations and support: 
Budget estimate .............................. .. . 
Adjustments to budget estimate: 
Area operations and support: 

Cutters-high endurance ........ .. 
Area offices ............................................ . 
Maintenance and logistics commands .. 
Communications stations ................................... . 

District operations and support: 
District offices ........ .......... . 
Groups and bases .... ...... .. .. 
Combined group/air stations 
Marine safety offices ........ . 
LORAN stations ..... 

Amount recommended ..... 

Recruiting and training: 
Budget estimate ...................................... ................................. . 
Adjustments to budget estimate: Graduate school tuition ... ... ............ .................. . 

Amount recommended ......... .. ...... .. .................... .. . 

Coast Guard-wide centralized services and support: 
Budget estimate .................................................. . 

Adjustments to budget estimate: 
Headquarters-managed units: 

TISCOM .............................................. ..................... .. 
Military personnel center .. ...... .. ............. ............ . 
Activities Europe ................... .. 

Headquarters administration: 
Hold to 1.7 percent increase ...................................... . 
Reduce by three-tenths of 1 percent .... ........ .. 

Centralized bill paying: 
FTS 2000 .. ... ..... .......... ........ ........ ... ............................................................... ..... ........................................................ . 
FEC .... ........................... ....................................... .. ........................................................ .. 
Unemployment compensation .............. .... ... ........... ....... ........ .. .......... .... ..................................... . 

Amount recommended 

Account-wide adjustments: 
Recreational equipment ......... . 

Non-pay inflation ......... . 

-1,000,000 
-3,000,000 

-14,900,000 

+1 ,000,000 
-825,000 

-6,300,000 
+ 14,900,000 

-4,850,000 
- 5,000,000 

+175,000 

1,570,634,000 

139,041 ,000 
31.549,000 
95,645,000 
99,081,000 

365,316,000 

400,496,000 

-5,600,000 
0 
0 
0 
0 

394,896,000 

70,943,000 
-1.000,000 

69,943,000 

189,726,000 

0 
-150,000 

0 

- 2,000,000 
0 

-1 ,434,000 
-647,000 
-115,000 

185,380,000 

-146,000 

-5,842,000 

0 
-3,000,000 

- 14,900,000 

0 
-825,000 

0 
+14,900,000 

0 
0 

- 8,000,000 

1,580,010,000 

139,041,000 
31,549,000 
94,126,000 
99,081,000 

363,797,000 

400,496,000 

-263,000 
-823,000 

- 12,734,000 
-155,000 

0 
-577,000 
-359,000 

-1,285,000 
- 237,000 

394,063,000 

70,943,000 
0 

70,943,000 

189,726,000 

-1~.000 
0 

-1,372,000 

0 
-325,000 

- 560,000 
0 

-115,000 

187 ,335,000 

-146,000 

-5,842,000 

-1,000,000 
-3,000,000 

-14,900,000 

0 
-825,000 

- 2,835,000 
+ 14,900,000 

-4,850,000 
0 
0 

1,5 79 ,325,000 

138,124,000 
31,549,000 
93,963,000 
98,465,000 

362,101 ,000 

400,496,000 

-263,000 
- 823,000 

- 2,734,000 
0 

-2,800,000 
-577,000 
-359,000 

-1 ,285,000 
-237,000 

391,418,000 

70,943,000 
0 

70,943,000 

189,726,000 

-19,000 
-150,000 

-1,372,000 

- 2,000,000 
0 

-900,000 
- 647,000 
-115,000 

184,523,000 

-146,000 

-5,842,000 
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Non-operationa I travel 
MPPC contracting out ......... . 
Undistributed ...... . 
VTS contracting out 
Studies and analysis 
Defense bill--0ffset ........ . 

Amount recommended .... ............ ............................. . 

Total appropriations ... ...... .. ......................................... . 

Reprogramming procedures.-The House re
port expressed concern that the Coast Guard 
has misinterpreted the existing depart
mental reprogramming procedures, which 
limit reprogrammings among programs, 
projects, and activities (PPAs) to a specified 
percentage unless Congressional notification 
and approval is granted, and which define 
PPAs. In response, the Coast Guard stated 
they are unaware of any such guidelines. The 
conferees are concerned that the Coast 
Guard is unaware of the document titled 
"Reprogramming Guidelines" issued on 
April 13, 1992 to each of the operating admin
istrations by the Assistant Secretary for 
Budget and Programs, in which these and 
other important procedures are specified. 
Consequently, the conferees direct the As
sistant Secretary for Budget and Programs 
to re-issue this guidance to all operating ad
ministrations as soon as possible, and to re
port to the House and Senate Committees on 
Appropriations regarding the Coast Guard's 
compliance with those guidelines under the 
service's current practices. 

Military/civilian staffing ratio.-The con
ference agreement includes a reduction of 
Sl,000,000 for conversion of military support 
positions to civilian positions, as proposed 
by the House, and no additional senior exec
utive service (SES) positions, as proposed by 
the Senate. The House believed that a mod
est increase in the ratio of civilians to mili
tary staffing in the Coast Guard and addi
tional SES positions would lead to budget 
savings, management stability, and stronger 
"corporate memory" than is presently the 
case. While supporting the concept of mili
tary-to-civilian conversion, the Senate as
sumed no savings from that conversion and 
did not agree that additional SES positions 
were necessary. The conferees agree that 

this topic should be more fully explored, and 
direct the U.S. General Accounting Office to 
follow up on its past work in this area by 
conducting a thorough analysis of the Coast 
Guard's military/civilian staffing ratio to de
termine the benefits of greater military-to
civilian conversion, including senior civilian 
management positions such as the senior ex
ecutive service. 

Marine safety resources.-The conferees con
cur in the initiative of the Senate and have 
provided adequate funds within the amounts 
made available for military pay and marine 
safety office (MSO) operations to restore the 
marine safety billets slated for termination. 
The conferees expect funds provided for MSO 
operations above the fiscal year 1995 level 
first to be used for annualization of fiscal 
year 1995 follow-on costs and then to restore 
the operating costs associated with these 21 
billets. The conferees expect the Com
mandant to submit the report on these re
stored billets as requested by the Senate. 

Military personnel center.-The conference 
agreement includes a reduction of $150,000 for 
recruiting activities. These activities should 
be funded under "recruiting and training", 
not under this project. 

Vessel traffic service contracting out.-The 
conference agreement includes a reduction of 
$1,000,000 in the operating cost of vessel traf
fic service (VTS) systems across the country, 
as proposed by the House. This represents a 
5 percent reduction from the budgeted level 
of $19,862,000. The conferees believe that VTS 
system operations are a prime candidate for 
contract operation, and that such systems 
could be operated at less cost than is pres
ently the case with government employees. 
The Coast Guard has a study underway to 
address the long-term viability of retaining 
the VTS mission within the Coast Guard 

House bill Senate bill Conference 

-1,831,000 -1,831,000 -1,831,000 
- 500,000 0 0 

-10,243,000 -2,329,000 0 
-1,000,000 0 -1,000,000 
-1,000,000 0 -500,000 

0 -300,000,000 - 300,000,000 

- 20,562,000 -310,148,000 -309,319,000 

2,565,607 ,000 2,286,000,000 2,278,991 ,000 

budget, and the conferees await the results 
of that study next year. However, this in
terim step is necessary due to budget con
straints and to assist in determining the 
lowest cost method of operating VTS sys
tems within the Coast Guard budget. 

Southern Lake Michigan air facility.-The 
conference report includes funds to maintain 
a Coast Guard search and rescue air facility 
located in southern Lake Michigan. 

Amendment No. 23: Provides that, of the 
total funding provided for "Operating ex
penses", $20,000,000 shall be expended from 
the Boat Safety Account of the Aquatic Re
sources Trust Fund instead of $25,000,000 as 
proposed by the House and no funds as pro
posed by the Senate. Under current law, the 
Coast Guard is authorized to expend from 
the trust fund for boating safety activities 
an amount equal to the amount appropriated 
for the boat safety grants program. 

Amendment No. 24: Deletes House lan
guage specifying that no less than 
$314,200,000 is available for drug enforcement 
activities, as proposed by the Senate. 

ACQUISITION, CONSTRUCTION, AND 
IMPROVEMENTS 

Amendment No. 25: Appropriates 
$362,375,000 for "Acquisition, construction, 
and improvements" instead of $375,175,000 as 
proposed by the House and $366,800,000 as pro
posed by the Senate. The conferees also ap
prove reprogramming totaling $38,000,000, re
sulting in overall program resources of 
$400,375,000 for fiscal year 1996. 

A table showing the distribution of this ap
propriation by project as included in the fis
cal year 1996 budget estimate, House bill, 
Senate bill, and the conference agreement 
follows: 

ACQUISITION CONSTRUCTION AND IMPROVEMENTS: CONFERENCE AGREEMENT-FISCAL YEAR 1996 

Program name Fiscal year 1996 Fiscal year 1996 Fiscal year 1996 Conference agr.ee-
estimate House Senate ment 

Vessels: 
$500,000 $500,000 $500,000 $500,000 

65,000,000 65,000,000 65,000,000 65,000,000 
Survey and design-<:utters and boats .................................. .. . 
Seagoing buoy tender (WLB) replacement ......................... . .............. .. ........ . 

93,000,000 93,000,000 93,000,000 93,000,000 
500,000 500,000 500,000 500,000 

Coastal buoy tender (WLM) replacement .. ..................... . . ....... ........................ . 
47 -foot motor lifeboat (MLB) replacement project ......... .. .................... .. ....................................... .. ..... .......... . 
Buoy boat replacement project (BUSL) .................................................... ....................................................... . 8,500,000 0 8,500,000 0 

4,300,000 4,300,000 0 0 
4,000,000 0 0 0 
2,000,000 2,000,000 0 0 

Polar icebreaker replacement follow-on ................................................ .. ................. ................ .. ...................... . 
82-foot WPB capability replacement ......... ..... ........................... ........... . 
Norwegian crewing concept development (NORCREWl ......................... . 

900,000 900,000 0 0 
3,500,000 3,500,000 0 0 

Self propelled barge replacement .................. . ..... ........ .. .. ...... . 
Surface search radar replacement project ..... ... ......... ......... ..... . 
210-foot medium endurance cutter MMA ....... .. . 14,500,000 14,500,000 10,500,000 6,000,000 

1,300,000 1,300,000 0 0 
5,700,000 5,700,000 0 2,600,000 

378-foot shipboard command & control ... ....... . 
Configuration management .......................... .. . 

Total vesssels ......... ... .. ..................... ..... .. ..... . 203,700,000 191,200,000 178,000,000 167 ,600,000 

Aircraft: 
13,000,000 10,000,000 8,000,000 8,000,000 
1,900,000 1,900,000 1,900,000 1,900,000 
2,500,000 2,500,000 2,500,000 0 
2,100,000 2,100,000 2,100,000 2,100,000 

Traffic alert & collision avoidance system (TCAS) phase IV ............................ . .............................. ....................... .... ....................... . 
Global positioning system installation phase VI ....... ............ ................. ............................................................................................................................ . 
HH-65 Helicopter main transmission gearbox upgrade phase II ............ .... ....... ... ..... ......... .. . ............. ........................ . 
HC-130 side looking airborne radar (SLAR) upgrade .. ........................... . ......... ......... ....... . 

Total aircraft ............ .................. ......... . 19,500,000 16,500,000 14,500,000 12,000,000 

1,000,000 1,000,000 1,000,000 1,000,000 
3,000,000 3,000,000 0 3,000,000 
5,000,000 5,000,000 2,000,000 3,400,000 
3,000,000 3,000,000 3,000,000 1,900,000 

11,000,000 11,000,000 11,000,000 11 ,000,000 
11,100,000 6,100,000 9,000,000 8,500,000 
2,600,000 2,600,000 2,500,000 2,500,000 
1,700,000 0 1,700,000 1,700,000 
2,400,000 0 2,400,000 0 

Other equipment: 
Supply center computer replacement ............. ................. .. .... .. .........•. ... ...... ......... ... ... ... ....... ..................... . ............... ..... ................... . 
Fleet logistics system .. ........................................................................... ... ... ...... ........ ... ..... ... ....... ...... ...... . .. ....................... . 
Vessel traffic service (VTSl system 2000 ............................. ... .. ............ .......... .... ... ........ ............ .. ... .. ............... . .................................. . 
VTS equipment replacement .. .. .... .............................................................................. ...... . ................................. ............................ ....... . 
Marine information for safety and law enforcement (MISLf) ..................... .......... .......... .. .............. ..... .. ................................................................... ........... .. 
Conversion of software applications ...................................................................... ....... ...................................................................................... .............. .... . 
Finance center information system replacement .. .. ................. .... ............ .................... ..................................................................................................... .... . 
Differential GPS transmitter replacement .................................................... .. ......................... ............................................................................................... . . 
Differential GPS implementation-second district .......... .. . ................................... ..... ................ ..................... ............. ........................................................ . 
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ACQUISITION CONSTRUCTION AND IMPROVEMENTS: CONFERENCE AGREEMENT-FISCAL YEAR 1996-Continued 

Program name Fisca l Yl!ar 1996 Fiscal Yl!ar 1996 Fiscal year 1996 Conference agree-

Search and rescue simulation model (SARSIM) .. ........... .. ........... 
Communication systems 2000 ... ................................................. . 
WLBIWLM support facility .......................... . 
Vessel navigation training simulator .................................. ........... .. .. ...... .. . . 
local notice to mariners automation ....... .... ............................................... . 
Global maritime distress and safety system ............................................................................ ........ . 
Operational information system ................ . 

Total other equ ipment ..... . 

Shore facilities and aids to navigation: 
Survey and design-Shore projects ................ .. .......... .. .. .............................. . 

Minor AC&I shore construction projects .. ........ .......... .. ........................... .... .. .. 
Streamlining initiatives ........................................................................ .... .. .... .. ...... ........ ......................................................................................... . 
Air station consolidation ........................................................................ ............... .. ........... .. 
Coast Guard Yard ship handling facility (phase JI) ...................... ............... .. 
Public family quarters ..................... ... .......................................... . 
Station Boothbay Harbor, ME-renovate/expand ........................... . 
Base South Portland, ME-<:onstruct station operations bldg .. 
Base San Juan, PR-reconstruction .. .................................................. ...................................... .. .............................. . 
Station Port Isabel, TX-reconstrucUexpand waterfront facilities .... ............................. ..... .. ...... ......................................... .. .......................... . 
Station Portage, Ml-relocate/replace station facilities ....................... ............................ .. .... ......... .. .. .......... .. ................................ . 
Station Chetco River, OR-<:onstruct mooring/waterfront ........... ......... ........ ..... ....... ......... ... .. ............... ........... . 
Station Honolulu, HI-replacement ......................................... .. ................................................................ . ....................... .. 
Waterways ATON projects ........................... .................... ............ ... .................................. .................................. . ............................... .... . 
Overseas LORAN closure ............................. .. ............... ........ ........................ .. ................. . ........................ . 

Streamlining/initiatives: 
New London, CT: Academy (Roland Hall renovation) .... ......... ............... ......... ............................ .. 
New London, CT: Academy (CPO & leadership schools) .... .. ...... .. ........ .... .... .. .............. .. . 
New London: CT: Academy (Galley renovation) ................ ......... .. ...... ...... ..... ................................................ .. ....... ... ...... ...... . 
Wadsworth, NY: Group/MSOIVTC Center .......... ...................... ... ............ ....... ............................................... ..................... . ........................ . 
Rosebank, NY: Pier and station rehabilitation .... ..................... ..................... .. .................... .......................................... ... . ................ .. 
Rosebank, NY: Moorings ............................ .. .............................. .. ................ .. ............................................... .................. ......... ... . 
Bayonne, NJ: Pier improvements/ANT team facilities .. ........................................ . ....... ................ .. 
Sandy Hook, NJ: Construct group engineering building .............. ............... ................................. ....... . ......... .. ................. .. . 
Portsmouth, VA: Support center administrative space .................... ................................. .. .......... .. ...... ..... ........ .. 
Boston, MA: Support center rehabilitation ....... ..... .. . ... ........................... .. ............................................................................................... . 
Yorktown, VA: Reserve training center yeoman school mods ................... ........ .............................................. . ................ .................... ...... . 

Total shore facilities and aids to navigation 

Personnel and related support: 
Direct personnel costs .............. . 
Core acquisition costs 

Total personnel and related . 

Total appropriations .......... .. .......... .. .............................................................................................................. . 

Amendment No. 26: Provides $167,600,000 to 
acquire, repair, renovate or improve vessels, 
small boats and related equipment instead of 
$191,200,000 as proposed by the House and 
$178,000,000 as proposed by the Senate. In ad
dition, the conference agreement includes 
the reprogramming of $14,000,000 from the 
seagoing and coastal buoy tender (WLB/ 
WLM) programs, to be reallocated to the fol
lowing programs: 
Polar icebreaker replace-

ment .............................. . 
NORCREW search and res-

cue boat .................. ....... . 
Self-propelled barge ......... . 
Surface search radar re-

placement ............. ......... . 
378-foot shipboard com-

mand and control .. .... ... .. 
210-foot cutter MMA ........ .. 

$4,300,000 

2,000,000 
900,000 

3,500,000 

1,300,000 
2,000,000 

Stern loading buoy boat (BUSL) replace
ment.-The conference agreement provides 
no funding for this project, as proposed by 
the House, instead of $8,500,000 as proposed 
by the Senate. This should be interpreted as 
a deferral of additional funding, and not Con
gressional desire to terminate the project. 
Due to project delays, prior year funding is 
available to continue this effort through fis
cal year 1996 without additional appropria
tion. 

Amendment No. 27: Provides $12,000,000 to 
acquire new aircraft and increase aviation 
capability instead of $16,500,000 as proposed 
by the House and $14,500,000 as proposed by 
the Senate. 

RU-38A wing assembly upgrade.-The con
ferees understand the Coast Guard has iden
tified a particular upgrade to the center 
wing assembly of the RU-38A surveillance 
aircraft which could significantly enhance 

the aircraft's service life, range and endur
ance on operational missions. The conferees 
understand that additional funding may be 
required to conduct this upgrade, and en
courage the Coast Guard to submit a re
programming proposal to the Congress for 
this work if the Coast Guard determines the 
project to be of sufficient priority. 

Amendment No. 28: Provides $49,200,000 for 
other equipment instead of $42,200,000 as pro
posed by the House and $47,600,000 as pro
posed by the Senate. 

Operational information system.-The con
ference agreement includes $1,200,000 for pro
curement and evaluation of prototypes of the 
operational information system (OIS), pro
posed by the House under the "Research, de
velopment, test and evaluation" (RDT&E) 
appropriation. In its appeal to the conferees, 
the Coast Guard suggested that RDT&E was 
not the appropriate account for this project. 
Consequently, the conference agreement in
cludes funding under this appropriation. 

Amendment No. 29: Provides $88,875,000 for 
shore facilities and aids to navigation facili
ties instead of $82,275,000 as proposed by the 
House and $80,200,000 as proposed by the Sen
ate. In addition, the conference agreement 
includes the reprogramming of $24,000,000 
from various shore facilities as listed in the 
Senate report ( - $22,100,000) and from the 
overseas Loran-C closure program 
(-$1,900,000), to be reallocated to the follow
ing programs: 
Air station consolidation .. $11,000,000 
Public family quarters ... ... 11,100,000 
Station Portage, MI .......... 1,900,000 

Amendment No. 30: Provides $44,700,000 for 
acquisition-related personnel compensation, 
benefits and related costs instead of 

estimate House Senate men! 

500,000 500,000 500,000 500,000 
11 ,000,000 6,000 ,000 11 ,000,000 11,000,000 
1,500,000 1,500,000 1,000,000 1,000,000 
1,500,000 1.500,000 1,500,000 1,500,000 

500,000 500,000 500,000 500,000 
500,000 500,000 500,000 500,000 

0 0 0 1,200,000 

56,300,000 42,200,000 47,600,000 49,200,000 

8,000,000 8,000,000 6,000,000 6,000,000 

5,000,000 5,000,000 4,000,000 4,000,000 
5,000,000 5,000,000 0 0 
11,00,000 11,000,000 0 0 

15,100,000 0 7,000,000 7,000,000 
22.700,000 20,275 ,000 8,900,000 9,175,000 
2,800,000 2,800,000 2,800,000 2,800,000 
2,600,000 2,600,000 2,600,000 2,600,000 
3,150,000 3,150 ,000 0 0 
2,650,000 2,650,000 2,650,000 2,650,000 
4,200,000 4,200,000 4,200,000 2,300,000 
2,000,000 2,000,000 2,000,000 2,000,000 
5,000,000 5,000,000 5,000,000 5,000,000 
5,500,000 5,500,000 4,000,000 4,500,000 

0 0 0 -1 ,900,000 

5,100,000 5,100,000 0 3,900,000 
0 0 2,500,000 2,500,000 
0 0 0 5,000,000 
0 0 9,000,000 9,000,000 
0 0 4,000,000 4,000,000 
0 0 0 3,900,000 
0 0 5.700,000 5,700,000 
0 0 2,750,000 2,750,000 
0 0 4,000,000 4,000,000 
0 0 2,000,000 2,000,000 
0 0 1.100,000 0 

99,800,000 82,200 ,000 80,200,000 88,875,000 

48,200,000 42,500,000 46,000,000 44,200,000 
700,000 500,000 500,000 500,000 

48,900,000 43,000,000 46,500,000 44.700,000 

428,200,000 375,175,000 366,800,000 362,375,000 

$43,000,000 as proposed by the House and 
$46,500,000 as proposed by the Senate. 

Amendment No. 31: Deletes House lan
guage that would have allowed the Secretary 
to transfer up to $50,000,000 within the AC&I 
appropriation for implementation costs asso
ciated with Coast Guard streamlining plans. 
The Senate bill provided funding for specific 
streamlining projects rather than transfer 
authority for unspecified projects. The con
ference agreement adopts the Senate ap
proach, providing $42,750,000 for ten stream
lining projects. This compares to $31,050,000 
in the Senate bill. The budget request in
cluded $5,000,000 for unspecified projects. The 
conferees are very supportive of the Coast 
Guard's streamlining efforts and look for
ward to reviewing specific proposals next 
year in detail. 

Amendment No. 32: Provides that the Com
mandant may dispose of surplus real prop
erty by sale or lease and the proceeds shall 
be credited to this appropriation. The Senate 
bill required disposal by sale or lease. The 
House bill contained no similar provision. 

PORT SAFETY DEVELOPMENT 

Amendment No. 33: Appropriates $15,000,000 
for debt retirement of the Port of Portland, 
Oregon, to remain available until expended, 
as proposed by the Senate. The House bill 
contained no similar appropriation. 

ALTERATION OF BRIDGES 

Amendment No. 34: Appropriates $16,000,000 
for the alteration or removal of obstructive 
bridges as proposed by the House instead of 
$2,000,000 as proposed by the Senate. 

A table comparing the fiscal year 1996 esti
mate, House bill, Senate bill, and conference 
agreement by bridge and location follows: 
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Bridge and location: 
Burlington, IA, Burl ington Northern RR Bridge ........................................ . 
New Orleans, LA, Florida Avenue RR/HW Bridge 
Brunswick, GA, Sidney Lanier HW Bridge ...... . 
Chelsea St. Bridge, Boston , MA .. ................. . 
Limehouse HW Bridge, St. John's Island, SC 

Total ................. .. 

RESERVE TRAINING 

Amendment No. 35: Appropriates $62,000,000 
for reserve training as proposed by the Sen
ate instead of $61,859,000 as proposed by the 
House. 

RESEARCH, DEVELOPMENT, TEST, AND 
EVALUATION 

Amendment No. 36: Appropriates $18,000,000 
for research, development, test, and evalua
tion instead of $18,500,000 as proposed by the 

Program area 

Improve search and rescue capability: 
Search planning ......................... ........ .. 
Search process, platforms and sensors 
Personnel 

Total ..................................... . 

Waterways safety and management: 
Waterways management ............................ .......................... . ............................ .. 
Advanced vessel traffic systems/services . . ........... . .............. .. 
Integrated navigation systems ..................... ...... ................ .......................... . 
Short range aids to navigation 
Advanced GPS development 
Personnel .......... . 

Total .......... .. 

Marine safety: 
Marine safety research .... .......... .. . 
Human factors analysis ............... . 
Fire safety for commercial vessels 
Personnel ........ .. 

Total ....... ......... .... ............................. . 

Ship structure committee: 
Support for Committee ................. . 
Personnel ..................................... .. 

Total ......................................................... ......... .. .. .. .. 

Marine environmental protection: 
Planning, management and training .. . 
Detection/surveillance systems ................... .......... . 
Oil pollution response ......... 
Personnel health and safety 
Port demonstration project .......... . 

OPA90 regional grant program ............. . 
HazChem countermeasures and safety ..... . 
Personnel ............................................. .. 

Total ...... .. ...... .. ......... .. ....... .. 

Maritime law enforcement: 
Surveillance ........... . 
Vessel search ........................ . 
Sensor integration information .. 
Personnel ......... .. ....... . 

Total ................. .. 

Safety and environmental compliance: 
Cutter fire safety technology ......... .. 
Pollution prevention .... .. .................. .. . 
Aviation engineering support ..................................... . 
Vessel loss exposure and risk analysis methology .. .. ............. ......... .. .. . 
Personnel .. .. 

Total ........... . 

Human resource management effectiveness: 
Training techniques and technologies ....................... . 
Staffing standards development .... 
Personnel ............... .. ............ .. 

Total ................. .. ... ... ......... .... .. ............ .. 

Command, control, computers and intelligence: 
Information systems .................................................. .. 
Advanced communications systems ............................... .. ................ . 
Personnel ........................... . 

Total .................. .. ........ .. 

Technology base: 
Future technology assessment 
Modeling ........................... . 
Select projects .................. . 
Personnel ............. .. 

Total ............ . 

R&D personnel, program support and operations 
Admin/support personnel and related costs 

Fiscal year 
1996 estimate 

$2,000,000 

2,000,000 

House bill 

$2,000,000 
2,000,000 
8,000,000 
2,000,000 
2,000,000 

16,000,000 

Senate bill 

$2,000,000 

2,000,000 

Conference 
agreement 

$2,000,000 
2,000,000 
8,000,000 
2,000,000 
2,000,000 

16,000,000 

House and $20,000,000 as proposed by the Sen
ate. 

The following table summarizes the fiscal 
year 1996 budget estimate, House and Senate 
recommendations, and the conference agree
ment by program, project and activity: 

Fiscal year 1996 
estimate 

$100,000 
400,000 
432,000 

932,000 

500,000 
600,000 
450,000 
400,000 

0 
864,000 

2,814,000 

530,000 
1,685,000 

960,000 
972,000 

4,147,000 

250,000 
36,000 

286,000 

150,000 
0 

850,000 
75,000 

0 
0 
0 

504,000 

1,579,000 

725,000 
0 
0 

504,000 

1,229,000 

600,000 
500,000 

75,000 
620,000 
612,000 

2,407,000 

300,000 
0 

144,000 

444,000 

280,000 
0 

648,000 

928,000 

300,000 
150,000 
450,000 
684,000 

1,584,000 

3,100,000 

House bill 

$100,000 
400,000 
432,000 

932,000 

500,000 
100,000 
450 ,000 
200,000 

0 
864,000 

2,114,000 

200,000 
700,000 
750,000 
700,000 

2,350,000 

150,000 
0 

500,000 
75,000 

0 
0 
0 

504,000 

1,229,000 

725,000 
0 
0 

504,000 

1,229,000 

586,000 
500,000 

0 
620 ,000 
612 ,000 

2,318,000 

1,780,000 
0 

648,000 

2,428,000 

0 
0 

300,000 
200,000 

500 ,000 

2,600,000 

Senate bill 

500,000 

1,325,000 

······························ .............................. 

2,000,000 

1,075,00 

725,000 

Conference agree-
ment 

100,000 
400,000 
432,000 

932,000 

400,000 
275,000 
450,000 
200,000 

0 
864,000 

2,189,000 

200,000 
1,050,000 

750,000 
700,000 

2,700,000 

150,000 
0 

625,000 
75,000 

0 
0 
0 

504,000 

1,354,000 

725,000 
0 
0 

504,000 

1,229,000 

586,000 
500,000 

0 
620,000 
612,000 

2,318,000 

100,000 
0 
0 

100,000 

280,000 
0 

648,000 

928,000 

0 
0 

300,000 
200,000 

500,000 

2,850,000 
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Program area 

Support and operations .................................. . 
R&D management info system development .. 
Modernization of F&STD test facilities . 

Total .... ...... .................................................................. ....... .... .. ......... . 

Mission capabilities assessment ....................... . 
Multimission/administrative support ........ . 

Other projects: 
South Florida oil spill research center 
Maritime Fire and Research Assoc ....... . 

Tota l ........... .. ............................................ . 

Total appropriations ............................... .... . 

BOAT SAFETY 

(AQUATIC RESOURCES TRUST FUND) 

Amendment No. 37: Appropriations 
$20,000,000 for boat safety grants as proposed 
by the House instead of no funding as pro
posed by the Senate. The budget proposal 
and the Senate recommendation assumed 
this program would be fully funded as a man
datory appropriation beginning in fiscal year 
1996. When combined with an estimated 
$10,000,000 in mandatory spending authorized 
by the Clean Vessel Act of 1992, total pro
gram resources are $30,000,000 for fiscal year 
1996, which compares to $32,500,000 for fiscal 
year 1995. 

Notwithstanding the difficult budget con
straints faced by the Congress, the conferees 
believe that to convert discretionary grant 
programs such as this one to mandatory 
funding-avoiding annual budget review and 
competition with other programs in the ap
propria tions process-would undermine fis
cal constraint and lessen Congressional over
sight in an area which has the country's sec
ond highest number of transportation-relat-

Operation of the ATC system: 
Budget estimate ........... .... ... ........ .. .. ............................ . 
Adjustments to budget estimate: 

Contract tower streaml ining 
"Quality through partnership" ... 
General reduction ......... . 
Acclerated promotion .... . 

Amount recommended 

NAS logist ics support: 
Budget estimate 
Adjustments to budget estimate: 

ed fatalities and is currently on the National 
Transportation Safety Board's list of "most 
wanted" safety improvements. Rather than 
put this program on an automatic spending 
status and lessen oversight, the conferees be
lieve the Coast Guard and the department 
could more effectively use these grant funds 
to target states with poor boat safety 
records, and provide leveraged funding for 
safety improvements. 

The conferees also note the Coast Guard is 
in error when it assumes that funding for 
this and other maritime programs comes at 
the expense of its operating budget. The con
ferees wish to make clear to the Coast Guard 
and the department that, while funding for 
boating safety grants is clearly a portion of 
the overall allocation of budgetary resources 
in this bill, it should not be assumed that re
ductions have been made in Coast Guard op
erating expenses to accommodate this or any 
other important maritime programs in the 
bill. 

FAA OPERATIONS 

Motor fleet, FAALC ..... . ................................................ .. ... ...................... . 
Depot spares ............ . .. .......... . ......................... . 
General reduction . 

Amount recommended 

Maintenance of ATC system: 
Budget estimate .................. . 
Adjustments to budget estimate: 

AMASS maintenance ................ ............ . 
OASIS maintenance ................. .... .. ......... ............................... . 
Undefined inflation ........ . 

Amount recommended ......... .. ................... . 

Leased telecommunicat ions: 
Budget estimate ................... . 
Adjustments to budget estimate: 

Administrative communications 
WECO switch offset ...... . 
General reduction .. 

Amount recommended 

Aviat ion regu lation/certification: 
Budget estimate ......... . 
Ad justments to budget estimate: 

Flight standards staff increase ... 
New data systems ...... . 
PCS moves ..... 
OMEGA navigation system 

Amount recommended . 

Aviation standards: 
Budget estimate ......................... . 

Fisca l year 1996 
estimate 

1,700,000 
500,000 
850,000 

6,150,000 

22,500,000 

House bill 

1,500,000 
450,000 
850,000 

5,400,000 

18,500,000 

Senate bill 

1.780,000 
12,595,000 

20,000,000 

EMERGENCY FUND 

Conference agree
ment 

1,600,000 
450,000 
850,000 

5,750,000 

18,000,000 

(LIMITATION ON PERMANENT APPROPRIATIONS) 

(OIL SPILL LIABILITY TRUST FUND) 

Amendment No. 38: Deletes limitation of 
$3,000,000 on the permanent appropriation au
thorized in section 1012(a)(4) of the Oil Pollu
tion Act of 1990 pr.oposed by the House. The 
Senate bill contained no similar limitation. 

FEDERAL AVIATION ADMINISTRATION 

OPERATIONS 

(INCLUDING TRANSFER OF FUNDS) 

Amendment No. 39: Inserts heading "in
cluding transfer of funds" as proposed by the 
Senate. This is necessary due to the disposi
tion of amendment numbered 46. 

Amendment No. 40: Appropriates 
$4,645,712,000 for FAA operations instead of 
$4,600,000,000 as proposed by the House and 
$4,550,000,000 as proposed by the Senate. 

The following table summarizes adjust
ments to the budget estimate in the House 
and Senate bills and the conference agree
ment, by budget activity: 

House bill Senate bill Conference agree-
ment 

2,228,634,000 2,228,634,000 2,228,634,000 

-6,520,000 0 0 
- 1,790,000 0 - 1,790,000 

0 - 28,310,000 0 
0 0 -4,300,000 

2,220,324,000 2,200,324,000 2,222,544,000 

185, 158,000 185,158,000 185,158,000 

- 3,100,000 0 
+4,000,000 0 

0 +4,493,000 

186,058,000 180,665,000 185,158,000 

868,297 ,000 868,297,000 868,297,000 

-2,000.000 0 - 2,000,000 
- 100,000 0 -100,000 

0 - 3,602,000 - 3,602,000 

866,197 ,000 864,695,000 862,595,000 

328.423,000 328,423,000 328,423,000 

- 4,680,000 0 -1 ,500,000 
- 2,000,000 0 - 2,000,000 

0 - 2,078,000 0 

321,743,000 326,345,000 324,923,000 

399,711 ,000 399,711 ,000 399,71 1,000 

- 4,954,000 - 4,954,000 0 
- 1,634,000 - 1.634,000 -1 ,634,000 

- 617,000 -617,000 - 617,000 
- 8,556,000 - 2,056,000 - 1.840,000 

383,950,000 390,450,000 395,620,000 

111,395,000 111 ,395,000 111,395,000 
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FAA OPERATIONS-Continued 

House bill Senate bill Conference agree-
men! 

Adjustments to budget estimate: 
Hold costs to fiscal year 1995 level ......................................................................................................................... .. .. - 2,644,000 -2,644,000 - 2,644,000 

Amount recommended ......... ..................................................................................................................... ........ .. 108,751 ,000 108,751,000 108,751,000 

65,769,000 
Aviation security: 

Budget estimate .. ................................... ............................................. ... ....... .............................................................. . 65,769,000 65,769,000 

-920,000 0 
0 - 769,000 

Adjustments to budget estimate: 
Hold costs to fiscal year 1995 level ................................................................................... .. ......................... .. 
General reduction ................................... ............................. . 

Amount recommended ....... 64,849,000 65,000,000 65,769,000 

NAS Design and management: 
Budget estimate ............................... . 53,277,000 53,277,000 53,277,000 

-8,277,000 -277,000 -3,000,000 
Adjustments to budget estimate: 

General reduction .......... 

Amount recommended .. .................................. .. 45,000,000 53,000,000 50,277,000 

Administration of airports: 
Budget estimate ..... ................. . 42,173,000 42,173,000 42,173,000 
Adjustments to budget estimate: 

Staffing increase ........... .. -643,000 -673,000 -650,000 

Amount recommended ..... ..................................................... ....... ......................................................... . 41,530,000 41,500,000 41 ,523,000 

Commercial space transportation: 
Budget estimate ...................................................................................................................................................... .. ................................................... .. 6,541,000 6,541 ,000 6,541,000 
Adjustments to budget estimate: 

Hold travel to fiscal year 1995 level ............................. ........................................................................................ ........ .. ....... ............................. .. - 45,000 -45,000 -45,000 
Contract programs .. ............................................................. ......................................................... ........................ .. ................................................. ............. .. -666,000 -666,000 -666,000 
Delete industry support ................................................................................................................................................................................... .. ................. .. -60,000 -60,000 -60,000 

Amount recommended ...... .. .. .. .......................................... ......................................... ................................. . 5,770,000 5,770,000 5,770,000 

Human resource management: 
Budget estimate .................. .. 231,947,000 231 ,947,000 231,947,000 

-22,142,000 0 -17,197,000 
- 10,050,000 0 -8,000,000 

+250,000 0 +250,000 

Adjustments to budget estimate: 
Labor, personnel and human relations ...... .................... ........ .. .......... .......... ............................................... , .. .. 
Centralized training ..... .. ........................................................ .. .................................................... .. ........ .. 
MARC ................................................................................................ .. .......................................................... .. 
General reduction .... .. .................................. ...... ............................. ...................... .......................... .. 0 - 23,447 ,000 0 

Amount reco"lmended ............ .. .. ................................ ... .. ................................................................... .................................................................................................... .. 200,005,000 208,500,000 207 ,000,000 

Executive direction and management: 
Budget estimate . .. ............................................................... . 
Adjustments to budget estimate: 

Staffing reductions .............................................. . .. ........ .. ........... .... ............. ............ . 
Regional public affairs staffing .................................. .. ...................... .............. . 
General reduction ......... .................................... . .. ............................................................. . 

Amount recommended ................................... .. .................... ................................................. .. 

Account-wide adjustments: 
Administration aircraft ............................. ................... ............ .. ... ........................................ . 
Adjustments to budget estimate: 
SAE grant ............................................... .. .................. ........... .. 
Overseas personnel assignments ................................. ...... .. 
Non-pay inflation .... ............. . 
Workers' compensation ......... . 
Undistributed ................ ........ .... . ... .. .......................... .. . 
Operational pay differential .... .... .............................................. .. .. ..................................... . 
Non-pay inflation, administrative aircraft, and GSA vehicles .. ........... .. 

Amount recommended . 

Offsetting receipts: Amount recommended 

Total appropriations ...... ....... . ..................................................................................................... . 
Transfer from Coast Guard .. . ....................... ....................................................................... .............. . 
Total funding ................ . ............................................................................................. .. . ........................................... .. 

Contract tower streamlining program.-The 
conferees agree to restore the reduction of 
$6,520,000 proposed by the House for this pro
gram, but agree with the House 's observa
tion that in past years, funds for this impor
tant program have not been spent as in
tended, but reprogrammed to other activi
ties. The conferees believe these delays have 
been at least partly due to wage determina
tions required administratively by the De
partment of Labor. Since the conferees agree 
with the Senate language amending and 
streamlining the wage determination proc
ess, it is hoped the contract tower program 
will move forward without further delay and 
achieve the promised budgetary savings. The 
FAA is directed not to reprogram any of the 
$6,520,000 appropriated for this program. 

"Quality through partnership" program.
The conference agreement deletes the 
$1, 790,000 budgeted for this program, as pro
posed by the House. The conferees direct 

that no funds be reprogrammed for this ac
tivity during fiscal year 1996. 

Accelerated promotion.-Since completion of 
House and Senate action on this bill, pro
gram savings of $4,300,000 have been found re
sulting from discontinuation of the acceler
ated promotion program for air traffic con
trollers. When the Training Agreement for 
Accelerated Promotions expired on July 15, 
1995 and the administration made a decision 
not to renew the program, these funds be
came excess to budgetary requirements. This 
program allowed controllers to receive 
grade-to-grade promotions without fulfilling 
the time-in-grade requirements applicable to 
other federal employees. The conferees have 
used these savings to restore funding for ad
ditional FAA safety and certification inspec
tors, in order to provide the highest level of 
aviation safety possible. 

Aviation safety inspectors.-The conference 
agreement fully funds the administration's 
request for 233 additional aviation safety in-

189,216,000 189,216,000 189,216,000 

-5,390,000 0 -3,169,000 
-2,047,000 0 - 2,047,000 
-6,779,000 -9,216,000 0 

175,000,000 180,000,000 184,000,000 

-3,600 ,000 -1 ,500,000 

-105 ,000 0 0 
-500 ,000 0 -500,000 

-4,824,000 0 -4,824,000 
-1,394,000 0 -1,394,000 
-8,754,000 -15,000,000 0 

0 - 45,000,000 0 
0 -5,000,000 0 

-19,177,000 - 65,000,000 - 8,2 18,000 

- 10,000,000 

4,600,000,000 4,550,000,000 4,645,712,000 

·4:500.000.000 
...... ........................ 60,000,000 

4,550,000,000 4,705,712,000 

spectors, including an additional 117 general 
aviation inspectors. This is in addition to 
the increase in staffing provided for fiscal 
year 1995. Between fiscal year 1994 and 1996, 
end-of-year staffing in this area has risen 
from 4,051 to a funded level of 4,606, a two
year increase of almost 14 percent. Despite 
difficult budget constraints, the conferees 
believe this is a high priority safety area 
worthy of additional funding. 

Flight service stations.-The conferees do 
not intend for FAA to close flight service 
stations not in the currently-approved plan, 
and believe funding in the conference agree
ment is sufficient for the FAA to continue to 
operate and maintain its existing network of 
flight service stations around the country. 

Allocation of budget reductions.-The con
ferees reiterate to FAA and departmental of
ficials that the funding allocations and re
ductions specified in the bill, as detailed and 
explained in this joint explanatory state
ment of the committee of conference, are the 
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best expressions of Congressional intentions 
regarding the proper uses of appropriated 
funds. Should the department decide to re
duce activities below the levels specified or 
implied herein, and in particular if activities 
are to be substantially reduced or termi
nated by agency action which is not specifi
cally addressed in this statement, the de
partment shall receive prior Congressional 
approval through the reprogramming proc
ess. 

Mid America Aviation Resource Consortium.
The conferees agree to provide $250,000 for 
continued support of the Mid-America Avia
tion Resource Consortium, as proposed by 
the House, but intend that this be the final 
year of federal support for this facility un
less requested in the President's budget. 

Loran-C automatic blink system.-The con
ferees agree with the House's direction to ex
pedite implementation of the automatic 
blink system for the Loran-C navigation sys
tem. 

Aurora, IL en route center.-The conferees 
recognize the urgency of solving the prob
lems causing computer outages at the FAA's 
air traffic control center in Aurora, Illinois. 
The Aurora center is one of the busiest in 
the world and a critical link in our nation's 
air traffic control system. Years of delay in 
updating the present equipment have re
sulted in an obsolete, aged, and failure-prone 
system in the Aurora center. FAA has 
worked diligently to develop an interim so
lution to this problem as quickly as is tech
nologically feasible, pending installation of a 
new air traffic control system for the nation. 
The conferees deem maintenance of reliable 
operational capability at the Aurora center 
to be in the national interest of maintaining 
an efficient and viable national air transpor
tation system, and deem the implementation 
of interim solutions to the problems causing 
computer outages to be an urgent national 
priority. FAA should simplify and expedite 
its procurement process to the maximum ex
tent feasible, and should allocate all nec
essary personnel resources to assure that the 
existing system remains in reliable working 
order. If FAA determines that additional 
technological or personnel resources are nec
essary to develop and implement interim so
lutions to these problems, then the Congress 
would give serious consideration to provid
ing such additional resources. The con
ference agreement includes $20,000,000, as 
proposed by the Senate, for the display chan
nel complex rehost program, which will up
grade the computers at Aurora and similar 
centers. 

Amendment No. 41: Provides that 
$2,222,859,100 shall be derived from the air
port and airway trust fund instead of 
$1,871,500,000 as proposed by the House and 
$1,865,000,000 as proposed by the Senate. 

Amendment No. 42: Allows funds for any 
" agency" services to be credited to this ap
propriation, as proposed by the Senate. The 
House bill specified that only receipts for 

" aviation" services be credited to the appro
priation. 

Amendment No. 43: Requires that funds 
credited to the appropriation be " receipts 
for" certain services, as proposed by the Sen
ate. The House bill contained no similar lan
guage. 

Amendment No. 44: Deletes Senate lan
guage allowing $10,000,000 in additional safe
ty and security fees to be credited to this ap
propriation. The conferees have not yet seen 
adequate details from the administration 
demonstrating the unequivocal need for new 
fees, and explanation and justification of the 
specific fees to be imposed, or a convincing 
argument that the FAA's cost structure is of 
such efficiency that new fees or taxes are 
necessary. In addition, the conferees believe 
there will be substantial savings achieved 
through the FAA reform provisions enacted 
in this bill and the broader revisions cur
rently under consideration in the authoriza
tion process. Such cost savings, combined 
with further review of the agency's cost 
structure, could obviate or minimize the 
need for additional fees. 

Amendment No. 45: The conference agree
ment deletes language proposed by the Sen
ate which would have begun a three year 
phaseout of the " five percent bonus pay" for 
air traffic controllers and technicians, and 
inserts new language allowing the Secretary 
of Transportation permissive transfer au
thority of up to $60,000,000 from Coast Guard 
" Operating expenses" to augment funding 
for air traffic control operations and mainte
nance to enhance safety and security. 

FAA operations funding and trans! er flexibil
ity .-Since consideration of the fiscal year 
1996 transportation appropriations bill by 
the House and Senate, the administration 
has raised the priority of funding for FAA 
operations and maintenance. For example, in 
a September 13, 1995 letter to the House and 
Senate Appropriations Committees, the di
rector of the Office of Management and 
Budget advised "the administration has seri
ous concerns that the funding level for Fed
eral Aviation Administration (FAA) Oper
ations would make it difficult to continue 
today's high levels of aviation safety. The 
administration's highest priority is that 
FAA operations be funded at the requested 
level." 

The conferees have given the utmost con
sideration to the administration's priorities. 
The conference agreement includes an appro
priation for FAA operations above the levels 
proposed in either the House or Senate bill. 
In addition, the agreement includes the au
thority for the Secretary of Transportation 
to transfer up to $60,000,000 from Coast Guard 
" Operating expenses" to augment the FAA's 
operating budget for air traffic control oper
ations and maintenance activities which en
hance aviation safety and security. It is not 
clear at this time how much of this author
ity might be required, but the conferees wish 
to provide maximum flexibility in the event 

of a critical shortfall. With the transfer, 
total funding for FAA operations in this bill 
is $4,705,712,000, slightly above the adminis
tration's request. 

In addition, the conference agreement 
fully restores the requested increase for 
aviation safety inspectors and implements 
significant FAA personnel and procurement 
reforms. The first action addresses a high ad
ministration priority and provides the maxi
mum resources possible for an important 
safety initiative. Personnel and procurement 
reforms are expected to free up significant 
operating funds or air traffic control and 
safety-related activities. Overall, the con
ferees are confident that the increased fund
ing level, combined with transfer flexibility 
and these additional actions, will be suffi
cient to maintain aviation safety over the 
coming year despite the difficult budget en
vironment and the necessity for government
wide downsizing. 

Five percent bonus pay .-The conference 
agreement restores the reduction of 
$45,000,000 to begin a three year phaseout of 
this pay proposed by the Senate. However, in 
order to accommodate the $88,600,000 esti
mated for this program, the conferees were 
required to hold funding for the airport im
provement program to the fiscal year 1995 
level of $1,450,000,000. Given the high priority 
placed on the five percent bonus by the ad
ministration and the desire to maintain mo
rale in the air traffic controller workforce, 
the conferees believe it prudent and nec
essary to delay some airport construction 
projects to finance continuation of this im
portant activity. 

Aviation security.-The conference agree
ment fully funds the administration's re
quest of $65,769,000 for aviation security ac
tivities due to the high priority of this activ
ity given recent threat assessments. 

Amendment No. 46: Provides for the trans
fer of unexpended balances from prior appro
priations for the office of commercial space 
transportation to this appropriation, and 
prohibits airport and airway trust fund re
sources from being used to support the office 
of commercial space transportation, as pro
posed by the Senate. The House bill con
tained no similar provisions. The conference 
agreement transfers this office from the of
fice of the secretary of transportation to the 
FAA. 

FACILITIES AND EQUIPMENT 

(AIRPORT AND AIRWAY TRUST FUND) 

Amendment No. 47: Appropriates 
$1 ,934,883,000 for facilities and equipment in
stead of $2,000,000,000 as proposed by the 
House and $1,890,377,000 as proposed by the 
Senate. 

The following table summarizes the fiscal 
year 1996 budget estimate, House and Senate 
recommended levels, and the conference 
agreement by program, project, and activity: 
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FACILITIES AND EQUIPMENT 

Conference Agreement 
(In thousands of dollars) 

- - -

FY96 FY 1996 
LINE TITLE Estimate 

BA1 ENGINEERING DEVELOPMENT, TEST AND EVALUATION: 

1A01 AVIATION WEATHER SERVICES IMPROVEMENTS 13,700.0 
1A02 EN ROUTE AUTOMATION 317,400.0 

AERONAUTICAL DATA LINK (AOL) 0.0 
1A04 VOICE S\MTCHING AND CONTROL SYSTEM (VSCS) - EOT&E 11 ,000.0 
1A03 OCEANIC AUTOMATION SYSTEM 47, 100.0 

AERONAUTICAL DATA LINK (AOL) APPLICATIONS 
SUBTOTAL· EN ROUTE PROGRAMS 389,200.0 

1B01 AIRPORT SURVEILLANCE RADAR (ASR) 14,300.0 
1B02 REMOTE MAINTENANCE MONITORING SYSTEM 3,000.0 
1B03 TERMINAL AUTOMATION 31,600.0 
1B04 TO\NER AUTOMATION 29,500.0 

TERMINAL AREA SURVEILLANCE SENSOR (TASS) 0.0 
LOW-COST ASDE 0.0 
LOOP TECHNOLOGY FOR SURFACE DETECTION 0.0 

SUBTOTAL - TERMINAL PROGRAMS 78,400.0 

1E02 FAA TECHNICAL CENTER FACILITY - BUILDING LEASE 5,290.0 
1E03 UTILITY PLANT MODIFICATIONS 1,560.0 
1E05 NAS IMPROVEMENT OF SYSTEM SUPPORT LABORATORY 2,000.0 
1E06 TECHNICAL CENTER FACILITIES 9,600.0 
1E08 CAMI INFRASTRUCTURE • MOOERNIZA TION 600.0 
1E01 INDEPENDENT OPERATIONAL TEST SUPPORT 1,500.0 
1E04 GENERAL AIRPORT IMPROVEMENTS 150.0 
1E07 TECHNICAL CENTER FIBER DATA DISTRIBUTION INTERFACE 2,000.0 
1E09 CABIN RESEARCH FACILITY CONSTRUCTION 500.0 

SUBTOTAL, RDT&E EQUIPMENT AND FACILITIES 23,200.0 
TOTAL ACTIVITY 1 490,800.0 

BA2 AIR TRAFFIC CONTROL FACILITIES AND EQUIPMENT: 

DISPLAY COMPLEX CHANNEL REHOST 0.0 
2A01 LONG RANGE RADAR (LRR) PROGRAM • REPLACE/ESTABLISH 12,800.0 
2A02 RML SYSTEM REPLACEMENT/EXPANSION 1,000.0 
2A03 NEXT GENERATION WEATHER RADAR (NEXRAD) - PROVIDE 10,800.0 
2A04 ATC EN ROUTE RADAR FACILITIES IMPROVEMENTS 17,700.0 
2A05 EN ROUTE AUTOMATION 17,700.0 
2A06 AIR TRAFFIC OPERATIONS MANAGEMENT 1,000.0 

.. 

2A07 WEATHER AND RADAR PROCESSOR (WARP) 7,800.0 
2A08 AERONAUTICAL DATA LINK (AOL) APPLICATIONS 15,000.0 
2A09 ARTCC BUILDING IMPROVEMENTS/PLANT IMPROVEMENTS 42,100.0 
2A10 VOICE S\MTCHING AND CONTROL SYSTEM (VSCS) 112,700.0 
2A11 RCF - EXPAND/RELOCATE 1,000.0 
2A12 TRAFFIC FLOW MANAGEMENT 28,500.0 
2A13 DATA MULTIPLEXING NETWORK (OMN) 7,900.0 
2A14 CRITICAL COMMUNICATIONS SUPPORT 3,000.0 
2A15 EN ROUTE COMMS AND CONTROL FACILITIES IMPROVEMENT 3,181 .0 
2A16 SATELLITE COMMUNICATIONS CIRCUIT BACK-UP 4,000.0 
2A17 DOD BASE CLOSURE - FACILITY TRANSFER 5,000.0 
2A18 BACK-UP EMERGENCY COMMUNICATIONS (BUEC) 2,000.0 

VOLCANO MONITOR 0.0 
SUBTOTAL - EN ROUTE PROGRAMS 293,181.0 

2B01 TERMINAL DOPPLER WEATHER RADAR (TDWR) - PROVIDE 4,900.0 
2B02 MODE S - PROVIDE 12,700.0 
2B03 TERMINAL AUTOMATION 22,800.0 
2805 REMOTE MAINTENANCE MONITORING SYSTEM (RMMS) 27,500.0 
2806 TERMINAL AIR TRAFFIC CONTROL FACILITIES - REPLACE 60,400.0 
2807 CONTROL TO\NER/TRACON FACILITIES - IMPROVE 25,664.0 
2809 EMERGENCY TRANSCEIVERS - REPLACEMENT 2,000.0 
2810 TERMINAL VOICE S\MTCH REPLACEMENT (TVSR) 7,000.0 
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FY 1996 FY 1996 Conference 
House Senate Agreement 

26,100.0 13,700.0 19,700.0 
256,700.0 256,700.0 256,700.0 

27,400.0 27,400.0 27,400.0 
11,000.0 11,000.0 11,000.0 
47,100.0 47,100.0 47,100.0 

368,300.0 355,900.0 361,900.0 

14,300.0 14,300.0 14,300.0 
3,000.0 0.0 0.0 

31,600.0 24,400.0 31,600.0 
29,500.0 29,500.0 29,500.0 

5,800.0 5,000.0 5,000.0 
8,000.0 0.0 5,000.0 
2,000.0 0.0 2,000.0 

94,200.0 73,200.0 87,400.0 

.0 5,290.0 5,290.0 

.0 1,560.0 1,560.0 

.0 2,000.0 2,000.0 
20,600.0 9,600.0 9,600.0 

600.0 600.0 600.0 
1,500.0 1,500.0 1,500.0 

.0 150.0 150.0 

.0 2,000.0 2,000.0 
500.0 500.0 500.0 

23,200.0 23,200.0 23,200.0 
'85,700.0 452,300.0 472,500.0 

.0 20,000.0 20,000.0 
12,800.0 12,800.0 12,800.0 

1,000.0 1,000.0 1,000.0 
10,800.0 10,800.0 10,800.0 
11,800.0 11,800.0 11,800.0 
17,700.0 17,700.0 17,700.0 

1,000.0 1,000.0 1,000.0 
7,800.0 7,800.0 7,800.0 

.0 0.0 0.0 
59, 100.0 59,100.0 59, 100.0 

106,100.0 106,100.0 106,100.0 
1,000.0 1,000.0 1,000.0 

40,300.0 34,000.0 40,300.0 
7,900.0 7,900.0 7,900.0 

.0 2,000.0 2,000.0 
3,181.0 3,181.0 3,181.0 
4,000.0 4,000.0 4,000.0 
5,000.0 5,000.0 5,000.0 
2,000.0 2,000.0 2,000.0 

0.0 2,000.0 2,000.0 
291,481.0 309,181.0 315,481.0 

47,400.0 7,400.0 7,400.0 
12,700.0 12,700.0 12,700.0 
17,300.0 17,300.0 17,300.0 
15,000.0 24,500.0 24,500.0 
60,400.0 60,400.0 60,400.0 
22,800.0 25,600.0 25,600.0 

2,000.0 2,000.0 2,000.0 
14,000.0 7,000.0 14,000.0 
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FACILITIES AND EQUIPMENT 

Conference Agreement 
(In thousands of dollars) 

FY96 FY 1996 
LINE TITLE Estimate 
2B11 RADIO CONTROL EQUIPMENT (RCE) • PROVIDE 1,100.0 
2B13 AIRPORT SURFACE DETECTION EQUIPMENT (ASDE-3) 8,800.0 
2B12 TERMINAL RADAR (ASR) - IMPROVE 3,506.0 
2B08 METROPLEX CONTROL FACILITIES -ADVANCED PLANNING 2,000.0 
2B18 DALLAS/FORT WORTH METROPLEX PROGRAM 13,000.0 
2B14 POTOMAC METROPLEX 12,600.0 

NORTHERN CALIFORNIA METROPLEX 0.0 
ATLANTA METROPLEX 0.0 

2B17 CHICAGO METROPLEX 1,000.0 
2B21 SOUTHERN CALIFORNIA METROPLEX 2,000.0 
2B15 EMPLOYEE SAFElY/OSHA AND ENVIRONMENTAL COMPLIANCE STDS 23,000.0 
2B19 PRECISION RUNWAY MONITORS 1,200.0 
2B20 NEW AUSTIN AIRPORT AT BERGSTROM 14,800.0 
2B04 AIRPORT MOVEMENT AREA SAFElY SYSTEM (AMASS) 11,300.0 
2B23 TERMINAL COMMUNICATIONS IMPROVEMENTS 3,495.0 
2B16 ARTS lllA DATA ENTRY DISPLAY 1,000.0 
2B22 INTEGRATED NETWORK MANAGEMENT SYSTEM 300.0 

SUBTOTAL - TERMINAL PROGRAMS 262,065.0 

2C01 FLIGHT SERVICE STATION (FSS) AUTOMATION 1,000.0 
2C02 AUTOMATED SURFACE OBSERVING SYSTEM (ASOS) 24,500.0 
2C03 OASIS 18,700.0 
2C04 FLIGHT SERVICE FACILITIES IMPROVEMENT 805.0 

SUBTOTAL - FLIGHT SERVICE PROGRAMS 45,005.0 

2D01 VOR/DME/TACAN NETWORK PLAN 1,000.0 
2D02 ILS - REPLACE MARK 1A, 1B, AND 1C 6,900.0 
2003 INSTRUMENT LANDING SYSTEM (ILS) - ESTABLISH/UPGRADE 30,000.0 
2D04 VISUAL NAVAIDS - ESTABLISH/EXPAND 2,000.0 
2D06 RUNWAY VISUAL RANGE (RVR) 2,000.0 
2007 INSTRUMENT APPROACH PROCEDURES AUTOMATION (IAPA) 900.0 
2D08 GULF OF MEXICO OFFSHORE PROGRAM 4,900.0 
2D11 NAVIGATIONAL AND LANDING AIDS - IMPROVE 3,864.0 
2D05 LOW LEVEL \NINDSHEAR ALERT SYSTEM (LLWAS) 1,000.0 
2009 ILS - REPLACE GRN-27 6,900.0 
2D10 \NIDE AREA AUGMENTATION SYSTEM FOR GPS C'/'IMS) 86,900.0 

SUBTOTAL - LANDING AND NAVIGATIONAL AIDS 146,364.0 

2E01 ALASKAN NAS INTERFACILllY COMM SYSTEM (ANICS) 5,900.0 
2E02 FUEL STORAGE TANK REPLACEMENT AND MONITORING 25,000.0 
2E03 FM BUILDINGS AND EQUIPMENT· IMPROVE/MODERNIZE 7,232.0 
2E04 ELECTRICAL POWER SYSTEMS - SUSTAIN/SUPPORT 5,400.0 
2E05 AIR NAVAIDS AND ATC FACILITIES (LOCAL PROJECTS) 2,500.0 
2E06 AIR NAVIGATION FACILllY/ATC SYST!::M SUPPORT 4,500.0 
2E07 PURCHASE LAND OR EASEMENT FOR EXISTING FACILITIES 1,500.0 
2E08 AIRCRAFT RELATED EQUIPMENT PROGRAM 4,900.0 
2E09 AIRCRAFT FLEET MODERNIZATION 55,000.0 

2E011 AIRPORT CABLE LOOP SYSTEMS - SUSTAINED SUPPORT 2,000.0 
2E012 COMPUTER AIDED ENG GRAPHICS (CAEG) REPLACEMENT 1,500.0 

SUBTOTAL - OTHER ATC FACILITIES 115,432.0 
TOTAL ACTIVITY 2 862,CU7.0 

BA3 NON-ATC FACILITIES AND EQUIPMENT: 

3A01 NAS MANAGEMENT AUTOMATION PROGRAM (NASMAP) 2,000.0 
3A02 HAZARDOUS MATERIALS MANAGEMENT 22,100.0 
3A04 AVIATION SAFElY ANALYSIS SYSTEM (ASAS) 19,400.0 
3A05 OPERATIONAL DATA MANAGEMENT SYSTEM (ODMS) 4,900.0 
3A06 CHILD CARE FACILITIES 2,600.0 
3A07 FM EMPLOYEE HOUSING - PROVIDE 4,900.0 
3A08 LOGISTICS SUPPORT SYSTEM AND FACILITIES 2,000.0 

3A09 TEST EQUIPMENT - MAINTENANCE SUPPORT 1,000.0 
3A10 INTEGRATED FLIGHT QUALllY ASSURANCE 1,000.0 
3A11 SAFElY PERFORMANCE ANALYSIS SUBSYSTEM (SPAS) 3,200.0 

October 20, 1995 

FY 1996 FY 1996 Conference 
House Senate Agreement 
1,100.0 1,100.0 1,100.0 
8,800.0 8,800.0 8,800.0 
3,506.0 2,700.0 3,506.0 
2,000.0 2,000.0 2,000.0 

13,000.0 13,000.0 13,000.0 
12,600.0 10,400.0 10,400.0 
10,000.0 2,000.0 3,800.0 
10,000.0 3,800.0 3,800.0 

1,000.0 1,000.0 1,000.0 
2,000.0 2,000.0 2,000.0 

23,000.0 23,000.0 21,000.0 
1,200.0 0.0 0.0 

14,800.0 12,000.0 14,000.0 
31,300.0 0.0 11,300.0 

3,495.0 3,495.0 3,495.0 
1,000.0 1,000.0 1,000.0 

.0 0.0 0.0 
330,401.0 243,195.0 264,101.0 

1,000.0 1,000.0 1,000.0 
24,500.0 24,500.0 24,500.0 
18,700.0 16,700.0 16,700.0 

805.0 805.0 805.0 
45,005.0 43,005.0 43,005.0 

1,000.0 1,000.0 1,000.0 
6,900.0 6,900.0 6,900.0 

33,500.0 35,000.0 35,000.0 
2,000.0 2,000.0 2,000.0 
9,000.0 2,000.0 9,000.0 

900.0 900.0 900.0 
4,900.0 4,900.0 4,900.0 
3,864.0 3,864.0 3,864.0 

15,000.0 15,000.0 15,000.0 
6,900.0 6,900.0 6,900.0 

86,900.0 86,900.0 86,900.0 
170,864.0 165,364.0 172,364.0 

5,900.0 5,900.0 5,900.0 
9,400.0 23,800.0 16,000.0 
7,232.0 7,232.0 7,232.0 
5,400.0 5,400.0 5,400.0 

.0 1,000.0 1,000.0 

.0 2,500.0 2,500.0 
1,500.0 1,500.0 1,500.0 
4,900.0 3,900.0 3,900.0 

55,000.0 55,000.0 54,000.0 
2,000.0 2,000.0 2,000.0 
1,500.0 1,500.0 1,500.0 

92,832.0 109,732.0 100,932.0 
930,583.0 870,4n.O 895,883.0 

.0 1,500.0 0.0 
21,000.0 22,100.0 18,000.0 
19,400.0 19,400.0 19,400.0 
4,900.0 4,900.0 4,900.0 
5,200.0 2,600.0 2,600.0 
4,900.0 4,900.0 4,900.0 
2,000.0 2,000.0 2,000.0 
1,000.0 1,000.0 1,000.0 

1,000.0 1,000.0 1,000.0 

3,200.0 3,200.0 3,200.0 
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FACILITIES AND EQUIPMENT 
Conference Agreement 

(In thousands of dollars) 

FY96 FY 1996 
LINE TITLE Estimate 

PORTABLE PERFORMANCE SUPPORT SYS - PEN-BASED 0.0 

3A13 NATIONAL AVIATION SAFETY DATA CENTER 2,000.0 

3A03 NAS RECOVERY COMMUNICATIONS (RCOM) 2,000.0 
3A12 PERFORMANCE ENHANCEMENT SYSTEM 2,100.0 

AIRPORT/AIRCRAFT SECURITY EQUIPMENT 0.0 
SUBTOTAL· SUIPPORT EQUIPMENT 69,200.0 

3B01 COMPUTER BASED INSTRUCTION (CBI) - EXPAND/IMPROVE 8,800.0 
3B02 AERONAUTICAL CENTER TRAINING AND SUPPORT FACILITIES 6,900.0 
3B03 NATIONAL AIRSPACE SYSTEM (NAS) TRAINING FACILITIES 3,000.0 

SUBTOTAL - TRAINING EQUIPMENT & FACIUTIES 18,700.0 
TOTAL ACTIVITY 3 87,900.0 

BA4 MISSION SUPPORT: 

4A01 SYSTEM ENGINEERING AND DEVELOPMENT SUPPORT 72,400.0 
4A03 LOGISTICS SUPPORT SERVICES 7,000.0 
4A04 MIKE MONRONEY AERONAUTICAL CENTER - LEASE 15,000.0 
4A05 IN-PLANT NAS CONTRACT SUPPORT SERVICES 4,900.0 
4A06 TRANSITION ENGINEERING SUPPORT 50,000.0 
4A07 FREQUENCY AND SPECTRUM ENGINEERING - PROVIDE 1,300.0 
4A08 ACQUISITION OVERSIGHT 400.0 
4A09 FAA SYSTEM ARCHITECTURE 4,900.0 
4A10 TECHNICAL SERVICES SUPPORT CONTRACT (TSSC) 62,200.0 
4A02 PROGRAM SUPPORT LEASES 27,000.0 
4A11 PERMANENT CHANGE OF STATION MOVES 15,000.0 

TOTAL ACTIVITY 4 260,100.0 

BAS PERSONNEL AND RELATED EXPENSES: 

5A01 PERSONNEL AND RELATED EXPENSES 207,000.0 
TOTAL ACTIVITY 5 207,000.0 

TOTAL 1,907,847.0 
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FY 1996 FY 1996 Conference 
House Senate Agreement 

.0 2,100.0 2,100.0 
2,000.0 2,000.0 2,000.0 
2,000.0 2,000.0 2,000.0 
2,100.0 0.0 0.0 

10,000.0 10,000.0 10,000.0 
78,700.0 78,700.0 73,100.0 

8,800.0 8,800.0 8,800.0 
6,900.0 6,900.0 6,900.0 
3,000.0 3,000.0 3,000.0 

18,700.0 18,700.0 18,700.0 
97,400.0 97,400.0 91,800.0 

72,400.0 69,400.0 69,400.0 
7,000.0 7,000.0 7,000.0 

15,000.0 15,000.0 15,000.0 
4,900.0 4,900.0 4,900.0 

60,000.0 50,000.0 53,000.0 
1,300.0 1,300.0 1,300.0 

400.0 400.0 400.0 
2,000.0 4,000.0 3,000.0 

61,200.0 60,200.0 60,200.0 
31, 117.0 27,000.0 29,500.0 
15,000.0 15,000.0 15,000.0 

270,317.0 254,200.0 258,700.0 

216,000.0 216,000.0 216,000.0 
216,000.0 216,000.0 216,000.0 

2,000,000.0 1,890,377.0 1,934,883.0 



28756 CONGRESSIONAL RECORD-HOUSE October 20, 1995 
Automated surface observing system.-In its 

July 30, 1992 report on the fiscal year 1993 
DOT Appropriations Bill, the Senate Appro
priations Committee noted that certain crit
ical requirements for the automated surface 
observing system (ASOS) appeared to be un
funded and not included in the original 
ASOS contract. In a report to Congress dated 
July 26, 1993, the Acting Administrator of 
the FAA noted that ground-to-air radios, 
freezing rain sensors, and improved tower 
displays were "considered urgent to achieve 
successful completion of the ASOS pro
gram". According to the FAA, additional 
funding was not required for the radios, the 
rain sensors would be funded over fiscal 
years 1994 and 1995, and the display upgrade 
only awaited a cost estimate from the Na
tional Oceanic and Atmospheric Administra
tion. Given these statements, the conferees 
were surprised to learn that a recent ASOS 
program review revealed unfunded costs of 
approximately $25,000,000 for these items, as 
well as unfunded maintenance costs. The 
FAA is now developing a plan to use a large 
portion of the fiscal year 1996 funds-appro
priated to procure 106 additional systems-to 
address this shortfall instead. The conferees 
emphatically direct the FAA to use the fis
cal year 1996 funding to procure the addi
tional ASOS systems, as was justified to the 
Congress in the President's budget request. 

The conferees are disappointed to learn 
that the FAA did not resolve these problems 
in 1993, as it led Congress to believe, and are 
concerned that this is one more example of 
an FAA acquisition culture in great need of 
the reforms contained in this bill. If the 
FAA's estimates of a shortfall are correct, 
then a reprogramming of non-ASOS funds 
should be submitted for consideration 
through the normal process, in an expedited 
manner as would be suggested by the agen
cy's past statements regarding the urgency 
of these improvements. In addition, the con
ferees direct the FAA to report to the House 
and Senate Committees on Appropriations 
by December 1, 1995 on the agency's plans to 
close the gap of installed versus commis
sioned sites, without interrupting the sched
uled procurement of ASOS units. 

The conferees direct the FAA to expedite 
installation of the long line connection ·pro
viding ASOS data between the Ames Airport, 
Iowa and the national weather net. 

Terminal area surveillance system.-The con
ference agreement provides $5,000,000 for the 
terminal area surveillance system (TASS) as 
proposed by the Senate instead of $5,800,000 
as proposed by the House. In its appeal to the 
conferees, the FAA stated "the TASS pro
gram has been restructured from a single, 
multi-function system acquisition program 
to a program focused on research into sub
system performance enhancements." The 
conferees have no information on this re
structured program, and believe the TASS 
development and acquisition program should 
proceed as scheduled and planned prior to 
any restructuring. Fiscal year 1996 funding is 
provided specifically for the TASS system 
acquisition program and not for any sub
system enhancements. 

Low-cost ASDE and non-radar runway incur
sion technologies.-The conferees agree that 
the FAA should explore lower cost surface 
detection technology solutions for airports 
not scheduled to receive ASDE-3 equipment. 

The conferees agree to provide $5,000,000 for 
the development and demonstration of lower 
cost phased array surface detection tech
nology, instead of $8,000,000 as proposed by 
the House. Funds should be used for purchase 
and installation of one such system and for 
administrative costs related to demonstra
tion and evaluation of the system. 

Terminal doppler weather radar.-The con
ference agreement does not include addi
tional funding for the acquisition of five new 
terminal doppler weather radars proposed by 
the House. The conferees, however, are not 
convinced that the ASRJwindshear alert pro
gram, now in the research phase, will be a 
cost-effective alternative to terminal dopp
ler weather radar in meeting future 
windshear requirements. The FAA has not 
provided sufficient data regarding the per
formance of the ASRJwindshear alert pro
gram in dry regions of the country. More
over, under current projects, the ASRJ 
windshear alert program will not be commis
sioned until the year 2002. During the fiscal 
year 1997 hearing cycle, the conferees expect 
to further explore the efficacy of the ASRJ 
windshear alert program. In the interim, the 
conferees expect the FAA to move forward 
with site surveys for the next five sites for 
which TDWR systems are indicated, and to 
report on its progress no later than sixty 
days following enactment of this Act. In ad
dition, the conferees direct the FAA to up
date the needs requirement analysis for the 
terminal doppler weather program that was 
first done in 1986 no later than sixty days fol
lowing enactment of this Act. The update 
should include a review of the 47 sites in
cluded in the existing contract and the 53 
sites not scheduled under the current con
tract. The conferees direct the FAA to re
view those sites experiencing significant 
delays in the installation of TDWRs in the 
existing contract and certify that each is 
likely to be commissioned. With that review, 
and based upon the site selection review for 
the next five sites, the FAA is urged to re
quest reprogramming permission, if nec
essary to continue the TDWR program in fis
cal year 1996. 

The conferees want to reiterate that fund
ing for any TDWR environmental impact 
statement (EIS) shall not prejudge the out
come of the EIS for any particular site in 
New York except as previously cited (North 
Belmore and Roslyn, New York). 

Instrument landing systems-establishment.
The conference agreement provides 
$35,000,000 as proposed by the Senate instead 
of $33,500,000 as proposed by the House. Of the 
amount provided, $3,500,000 is for a category 
II ILS on runway 7/25 in Rockford, Illinois, 
and $1,500,000 is for benefit-cost analysis, en
vironmental assessment, site survey, and 
other activities necessary to determine the 
requirements for an ILS (category I, II, or 
Ill) at Lanai Airport, Hawaii. The conference 
agreement includes funding for a category 
Ill ILS on runway 12L/30R at Lambert-St. 
Louis International Airport, not runway 14R 
as specified in the House report. 

St. Paul, MN downtown airport tower.-In 
fiscal year 1995, Congress provided $3,476,000 
for the St. Paul, Minnesota Downtown Air
port to build a replacement air traffic con
trol tower. The FAA, however, used the air
port's money to finance cost overruns on an
other project. Given that the FAA requested 

Program name 

System development and infrastructure .......................... ... . .............. ............. ············ ············· 
System planning and resource management ... ....... . .......... .................. .. ........ ... 
Technical laboratory facility 

Capacity and air traffic management technology ..... ..................... .. ... 

and Congress provided funds for the St. Paul 
tower in fiscal year 1995, the conferees urge 
the FAA to honor their prior agreement and 
make available the funds necessary to build 
the replacement tower at the St. Paul Down
town Airport. 

Financial baseline control notices.-The con
ferees reiterate the House's direction that all 
financial baseline control notices are to be 
submitted to the Congress at the time they 
are approved by the agency. The documents 
themselves should be submitted. The Appro
priations Committees will review this prac
tice at the end of the fiscal year to deter
mine whether it should be continued. 

Support contracts.-A recent FAA study 
concluded that the agency uses far too many 
support contractors, that agency personnel 
could be much more cost conscious in their 
contracting and oversight methods, and that 
in many cases, contract employees are col
lated with FAA staff and virtually indistin
guishable from government employees. 
While the conferees have high regard for the 
work of FAA's support contractors, the 
study nevertheless raises questions about 
the extensive nature of such contracts with
in the FAA. Therefore, the conferees direct 
the FAA to report to the House and Senate 
Committees on Appropriations by March 30, 
1996 on its plan for resolving the findings and 
implementing the recommendations of this 
study. This report should include a discus
sion of the extent to which the procurement 
reforms in this bill lessen the need for sup
port contracts to meet the current require
ments of the procurement process. 

Amendment No. 48: Provides that, of the 
total amount appropriated, $1,718,883,000 is 
available for three years, instead of 
$1,784,000,000 in the House bill and 
$1,674,377,000 in the Senate bill. This is the 
amount provided for budget activities one 
through four. 

Amendment No. 49: Includes technical 
change proposed by the Senate, deleting the 
word "and" to allow inclusion of language 
contained in amendment numbered 50. 

Amendment No. 50: Provides that, of the 
total amount appropriated, $10,000,000 is for 
noncompetitive cooperative agreements with 
air carriers for acquisition, installation, and 
evaluation of certain specified airport secu
rity equipment, as proposed by the Senate. 
The House bill contained no similar provi
sion, although $10,000,000 was provided for 
such equipment in the overall appropriation. 

F AGILITIES AND EQUIPMENT 

(AIRPORT AND AIRWAY TRUST FUND) 

(RESCISSION) 

Amendment No. 51: Rescinds $60,000,000 as 
proposed by the House instead of $70,000,000 
as proposed by the Senate. 

RESEARCH, ENGINEERING, AND DEVELOPMENT 

(AIRPORT AND AIRWAY TRUST FUND) 

Amendment No. 52: Appropriates 
$185,698,000 for research, engineering, and de
velopment instead of $143,000,000 as proposed 
by the House and $215,886,000 as proposed by 
the Senate. 

The following table summarizes the fiscal 
year 1996 estimate, House and Senate rec
ommendations, and the conference agree
ment, by program, project, and activity: 

Fiscal year 1996 House bill Senate bill Conference agree-
estimate ment 

$13,551,000 $8,800,000 $12.500,000 $10,000,000 
3,953,000 3,000,000 3,700,000 2,000,000 
9,598,000 5,800,000 8,800,000 8,000,000 

79,205,000 25,129,000 50,800,000 37,200,000 
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Program name 

Air traffic management technology ....... . 
Oceanic automation program .................................... . 
Terminal air traffic control automation (TATCA) ....... . 
Runway incursion reduction ..................... .. .. . . 
System capacity, planning and improvements ... . 
Cockpit technology ........................................................ .. ............ ........... . 
General aviation/vertical flight technology .................................................... . ... ................... .... .............. . 
Model ing, analysis, and siRlulation ............... . ................................................................ . 
Future airway facilities technology . .. ........................................................... ............................ . .......................... . 

Communications, navigation and survei llance .......................... ......... ...................................... .................... ...... . ............................. . 
Communications ........................ ... ....................................................................................... .. ......................... . ........................................ . 
Navigation . ........................................ .. .. ........ .. ............................................ ..................... . . .............. ..................... .. .... . 
Surveillance ... ...................................... . .......................... . 

Weather ......................... .................. .. ........ ................................................................................. . 
Airport technology ................. .......................... . ..................................... . 
Aircraft safety technology ............ . ............. .................. ...................... . 

Aircraft systems fire safety ..... . ............................................ . 
Advanced materials/structural safety .... . . . .......... . 
Propulsion and fuel systems ........... ... .......... .. ..... ............... ...................................... . 
Flight safety/atmospheric hazards research ........................................................... . 
Aging aircraft ...................................................................................... .......................... . 
Aircraft catastrophic failure prevention research .... ........ .. ........ ...... .. .. ............... .. ...... . 
Fire research ................................ .............................................. ............................... . 
Fire research and safety ......................................................................... ............................... . ..................................... ................................................. . 
General aviation renaissance ................................. .. . 
Cabin safety ...................................................... .................... .. .............. . ................................. . 

System security technology ..... .. ............................................ . ................................ . 
Explosives and weapons detection .............................................................. . 
Airport security technology integration ............................... ..................................................... . 
Aviation security human factors .................................................................... . 
Aircraft hardening ....... . ............ .................................................................... . 

Human factors and aviation medicine ................ ........ .................................................................. . 
Flight deck/maintenance/system integration human factors ................................................. . 
Air traffic controVairway facilities human factors ..................................................... . 
Aeromedical research ........ ............................................................................ .. ........ . 

Environment and energy .............................................................................. ............ ........... . 
Innovative/cooperative research ......... .......................... . . 

Total appropriations ...................... .............. .. ......................................................... .. ................... .............. . 

Innovative deicing technology .-In order to 
evaluate the effectiveness of enclosed deicing 
techniques at smaller regional airports, the 
conferees urge the FAA to consider the ap
plication of Rhinelander-Oneida County Air
port to develop a test site for the evaluation 
of innovative deicing technology. The con
ferees believe that this technology warrants 
further exploration, and direct the FAA to 
provide a full report to the House and Senate 
Committees on Appropriations by March 15, 
1996 on the results of testing and the agen
cy's plans to authorize airport grant funding 
or passenger facility charges to enable air
ports to procure such a system. 

Runway incursion reduction.- The con
ference agreement includes $4,000,000 instead 
of no funds as proposed by the House and 
$8,000,000 as proposed by the Senate. With the 
funds provided, the conferees direct FAA to 
give immediate priority and attention to the 
surface movement advisor project. The con
ferees believe that reducing runway incur
sions is a high priority for further research 
and rapid prototyping. While funds in this 
long-term research activity are being re
duced below the administration's request, 
the conference agreement includes an addi
tional $7,000,000 in the " facilities and equip
ment" account for non-radar technologies 
and development of low-cost ASDE radar 
systems. Total funding, over all accounts, 
for addressing this safety problem in the 
conference agreement is approximately 
$3,000,000 above the administration's request. 

GRANTS-IN-AID FOR AIRPORTS 

(LIQUIDATION OF CONTRACT AUTHORIZATION) 

(AIRPORT AND AIRWAY TRUST FUND) 

Amendment No. 53: Deletes heading " in
cluding rescission of contract authorization" 
proposed by the Senate. This is a technical 
amendment referring to a proposed rescis
sion of contract authority discussed under 
amendment numbered 56. 

Amendment No. 54: Limits obligations for 
the grants-in-aid for airports program to 
$1 ,450,000,000 instead of $1,600,000,000 as pro
posed by the House and $1,250,000,000 as pro
posed by the Senate. 
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Letters of intent.-The conferees agree with 
the Senate direction that new letters of in
tent (LOis) be awarded only after (1 ) sched
uled LOI payments fall to less than fifty per
cent of AIP discretionary funds, and (2) FAA 
has improved its ability to estimate airport 
development projects ' impact on systemwide 
capacity. Regarding the Senate's language 
on possible letters of intent for the North
west Arkansas Regional Airport and the 
Philadelphia International Airport, the con
ferees agree that the FAA should fairly con
sider LOI applications from these airports, 
and base a final decision on technical re
quirements at these sites and projections of 
long term AIP funding, consistent with other 
directions in this report. 

Regarding the Senate's language on a pos
sible letter of intent for the Seattle-Tacoma 
International Airport, the conferees agree 
that the FAA should also fairly consider an 
LOI application from this airport subject to: 
(1) completion of the required FAA/federal 
environmental review process; (2) resolution 
of the concerns brought forward in the re
port RO--F A-5-015 by the Office of Inspector 
General ; and (3) approval of the runway 
project from the Regional Transportation 
Planning Organization for the central Puget 
Sound region by amending the Regional Air 
System Plan. Finally, the FAA shall fairly 
consider any information brought out at 
Congressional field hearings on this matter, 
but not sign an LOI prior to March 31, 1996. 

Amendment No. 55: Limits obligations for 
the military airports program to $26,000,000 
and the reliever airports program to 
$48,000,000. The Senate bill proposed obliga
tion limitations of $20,000,000 and $50,000,000, 
respectively. The House bill contained no 
similar limitat ions. The conference agree
ment reflects the Senate's concerns over the 
effectiveness of these programs, and frees up 
financial resources for discretionary grants 
in other parts of the overall AIP program. 

Huntsville , AL runway/taxiway rehabilitation 
project.- The conferees understand that a 
specific allocation of fiscal year 1996 funds 
for this project is not necessary, and that 
sufficient fi scal year 1995 funding has been 
provided for this project. 

Fiscal year 1996 
estimate 

9,875,000 
10,470,000 
15,624,000 
8,177,000 

12,256,000 
8,266,000 
3,327,000 
7,807,000 
3,403,000 

31 ,330,000 
15,367,000 
15,963,000 

0 
6,493,000 
9,278,000 

47,547,000 
3,906,000 
2,973,000 
4,059,000 
4,173,000 

21,415,000 
4,357,000 
4,604,000 

0 
1,005,000 
1,055,000 

43,808,000 
33,179,000 
2,530,000 
4,603,000 
3,496,000 

25,860,000 
11 ,182,000 
10,193,000 
4,485,000 
5,429,000 
5,160,000 

267,661 ,000 

House bill 

0 
8,000,000 

0 
0 

6,000,000 
6,500,000 
2,629,000 
2,000,000 

0 
20,000,000 
10,000,000 
10,000,000 

0 
6,493,000 
1,000,000 

29,578,000 
0 

2,000,000 
0 

4,173,000 
15,000,000 
2,705,000 

0 
5,700,000 

0 
0 

23,000,000 
23,000,000 

0 
0 
0 

28,000,000 
15,500,000 
10,000,000 
2,500,000 
1,000,000 

0 

143,000,000 

Sena te bill Conference agree-
ment 

8,000,000 3,500,000 
8,000,000 8,000,000 

0 0 
8,000,000 4,000,000 

12,000,000 9,000,000 
8,200,000 6,700,000 
2,600,000 2,600,000 
4,000,000 3,400,000 

0 0 
25,963,000 23,000,000 
10,000,000 10,000,000 
15,963,000 13,000,000 

0 0 
6,493,000 6,493,000 
8,000,000 6,000,000 

40,548,000 37,978,000 
0 0 

2,500,000 2,000,000 
4,055,000 3,400,000 
4,173,000 4,173,000 

21,415,000 20,000,000 
2,705 ,000 2,705,000 

0 0 
5,700,000 5,700,000 

0 0 
0 0 

37,900,000 36,045,000 
30,000,000 29,000,000 
1,500,000 1,000,000 
3,000,000 2,549,000 
3,400,000 3,496,000 

25,182,000 23,682,000 
11,182,000 11,182,000 
10,000,000 10,000,000 
4,000,000 2,500,000 
4,500,000 3,800,000 
4,000,000 1,500,000 

215,886,000 185,698,000 

State of M issouri flood-damaged airports.
The conferees understand that a specific al
location of fiscal year 1996 funds for this 
project is not necessary, and that sufficient 
fiscal year 1995 funding has been provided for 
this project. 

Amendment No. 56: Deletes rescission of 
contract authority of $5,000,000 proposed by 
the Senate. The House bill contained no 
similar rescission. 

FEDERAL HIGHWAY ADMINISTRATION 

LIMITATION ON GENERAL OPERATING EXPENSES 

Amendment No. 57: Limits general operat
ing expenses of the Federal Highway Admin
istration to $509,660,000, instead of $495,381,000 
as proposed by the House and $548,434,000 as 
proposed by the Senate. 

Amendment No. 58: Provides $208,946,000 for 
contract programs of the Federal Highway 
Administration, instead of $190,667,000 as pro
posed by the House and $248,909,000 as pro
posed by the Senate. 

Recommended funding distribution by pro
gram and activity of the administrative ex
penses and the research and development 
programs of the Federal Highway Adminis
tration is as follows : 

Program/Activity 
Administrative expenses 
Motor carrier safety ad

ministrative expenses ... . 
Contract programs: 

Research and tech
nology: 

Highway R&D .......... . 
Intelligent transpor-

tation systems .... .. . 
Technology deploy-

ment ..... .. ... ... .. ... ... . 
Long term pavement 

performance ... ... ... . 
Local technical as-

sistance ... .. .... .. ... .. . 
National Highway In-

stitute .... ... ........... . 
Disadvantaged busi

ness enterprises ..... 
International trans-

portation .. ...... ... ... . 
OJT/supportive serv-

ices .... .. .. ....... .... .... . 

Conference 
$254, 714,000 

46,000,000 

56,772,000 

109, 779,000 

12,622,000 

8,739,000 

3,015,000 

4,369,000 

10,000,000 

500,000 
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Program/ Activity 

Technical assistance 
to Russia .............. . 

Truck dynamic test 
facility ................. . 

Transportation 
investment analy-
sis ......................... . 

Cost allocation study 

Total ..................... . 

Conference 

400,000 

750,000 

2,000,000 

509,660,000 
The highway research and development 

and intelligent transportation systems pro
grams by activity are as follows: 
Highway research and de

velopment: 
Safety ......................... . 
Pavements .................. . 
Structures .................. . 
Environment .............. . 
Right-of-way .............. . 
Policy ......................... . 
Planning ..................... . 
Motor carrier .............. . 

Total ........................ . 

Intelligent transportation 
systems: 
Research and develop-

ment ........................ . 
Operational tests ........ . 
Commercial vehicle op-

era tions ................... . 
Automated highway 

system ..................... . 
Advanced technology 

applications ............. . 
Program and systems 

support .................... . 
Priority corridors ....... . 
Crash avoidance re-

search ...................... . 

Total ........................ . 

8,768,000 
9,247,000 

13,211,000 
5,593,000 

429,000 
5,681,000 
6,069,000 
7,774,000 

56,772,000 

24,479,000 
32,500,000 

14,500,000 

14,000,000 

11,300,000 

13,000,000 

109,779,000 

Office of motor carriers.-The conference 
agreement provides a specific designation of 
funds for the Office of motor carriers' admin
istrative expenses within the Federal High
way Administration's limitation on general 
operating expenses. The House had included 
funding for the Office of motor carrier's ad
ministrative expenses within the limitation 
on general operating expenses. 

Fatigue-related issues.-The conferees direct 
the Federal Highway Administration to issue 
an advanced notice of proposed rulemaking 
(ANPRM) dealing with a variety of fatigue
related issues no later than March 1, 1996. 
This ANPRM is to be followed by a notice of 
proposed rulemaking within one year, and a 
final rule or decision thereafter. 

Highway safety research.-Congress has long 
been active in the advancement of highway 
safety and has recognized the invaluable con
tributions which short-term, applied re
search can make to improve safety. Given its 
concern for safety, the Congress has, since 
the early 1990s, vigorously supported this re
search by encouraging the Federal Highway 
Administration to work closely with the 
Trucking Research Institute (TRI) in the 
study of such issues as fatigue, sleep dis
orders, brake maintenance, and rest stop ac
cess-all investigations which may directly 
affect safety. 

In fiscal year 1994, the Congress continued 
its participation in the development of an 
aggressive research agenda by directing the 
FHWA to undertake three projects totaling 
Sl,750,000: Truck loading and unloading as a 
possible contributor to driver fatigue; tech
nology to automate commercial vehicle 

roadside inspections; and guidelines for the 
inspection and maintenance of wheels and 
bearings. In fiscal year 1995, the Congress 
identified three additional studies, totaling 
$2,500,000, for the implementation in the 
same fashion with TRI: The use of "smart 
cards" to facilitate compliance with motor 
carrier safety rules; medical requirements 
associated with commercial vehicle oper
ation; and electronic truck and intermodel 
information systems. 

Highway safety research and related ac
tivities continue to be a priority of the Con
gress and the conferees. In fact, a recent Na
tional Transportation Safety Board study on 
driver fatigue and fatal truck accidents fur
ther highlights their importance and cur
rency. However, despite directions to the 
contrary, the FHWA has been negligent in 
its efforts to undertake any of the aforemen
tioned research projects designated by the 
Congress in either fiscal years 1994 to 1995. 

The conferees therefore reiterate the direc
tion to FHWA to use unobligated balances to 
make grants to, enter into cooperative 
agreements or contracts with, or use any ex
isting technical support services agreements 
with TRI, in amounts totaling not less than 
$4,000,000 to conduct the six studies ref
erenced above. The conferees further direct 
FHWA to complete this process within 90 
days from the date of enactment of this Act 
and to advise the House and Senate Commit
tees on Appropriations when such actions 
have been completed. 

Highway research and development.-The 
conference agreement provides $8,768,000 for 
safety-related research and development. 
The conferees direct that safety be funded at 
a level of at least $12,768,000, including both 
!STEA and appropriations authority. 

Pavement research and development.-The 
conference agreement provides $9,247,000 for 
pavement research and development but does 
not include $1,000,000 as proposed by the Sen
ate for a joint university/industry grant. 

The conferees agree that expanded cost-ef
fecti ve use of benign waste materials in in
frastructure construction, based on appro
priate tests and standards to ensure long
term environmental and physical perform
ance, represents a priority technology that 
is intended to be funded within the funds 
available for Section 6005. 

National Center for Physical Acoustics.-The 
conferees urge the Federal Highway Admin
istration to work with the National Center 
for Physical Acoustics in its effort to apply 
acoustics to monitor traffic and/or pipeline 
maintenance. 

Motor carrier research.-The conference 
agreement provides $7,774,000 for motor car
rier research and includes funds for two stud
ies to (1) identify and test technological 
interventions to offset driver fatigue and (2) 
determine the extent of scheduling practices 
and their influences on truck driver fatigue. 
No funds are provided for outreach and tech
nical assistance to regulated entities, to help 
complete program uniformity activities, or 
to eliminate barriers to effective intermodal 
freight transportation. 

Intelligent transportation systems.-The con
ference agreement provides a total of 
$109,779,000 for intelligent transportation 
systems (ITS). Within the funds provided for 
operational tests, $10,000,000 shall be allo
cated to initiate at least two different oper
ational tests that evaluate various elements 
of the systems architecture and integrate 
the core infrastructure features, including 
advance traffic management systems. 

ITS/commercial vehicle operations.-The con
ference agreement provides $14,500,000 for 

commercial vehicle operations (CVO). Within 
these funds, the conferees have included 
$6,000,000 for development and initial pilot 
testing of the CVO communications archi
tecture and the purchase of transponders. 

ITS program and systems support.-The con
ferees direct that no more than $2,500,000 of 
the $11,300,000 provided for program and sys
tems support shall be spent on institutional 
studies. 

The conferees are concerned that the joint 
program office and the FHWA administrator 
have failed to submit several reports per
taining to the national ITS program. These 
reports include: the annual report on the ITS 
program (due in December 1994); a report on 
the future of the CVO components of the ITS 
program (due in May 1995); and the interim 
report on the automated highway system 
program (due in April 1995). These reports 
were intended to provide essential informa
tion useful in evaluating the department's 
activities and plans. The conferees direct the 
Secretary to ensure more timely delivery of 
all reports relevant to the ITS program, as 
well as other reports on departmental pro
grams and activities. 

HIGHWAY-RELATED SAFETY GRANTS 

(LIQUIDATION OF CONTRACT AUTHORIZATION) 

(HIGHWAY TRUST FUND) 

(INCLUDING TRANSFER OF FUNDS) 

Amendment No. 59: Appropriates $11,000,000 
to liquidate contract authority obligations 
for highway-related safety grants instead of 
$10,000,000 as proposed by the House and 
$13,000,000 as proposed by the Senate. 

Amendment No. 60: Limits obligations to 
$11,000,000 for highway-related safety grants 
instead of $10,000,000 as proposed by the 
House and $13,000,000 as proposed by the Sen
ate. 

The conferees agree that not less than 
$1,000,000 shall be allocated to the Office of 
Highway Safety to support the red light run
ning campaign and to increase compliance 
with yield right-of-way or grade crossing 
signs. 

FEDERAL-AID HIGHWAYS 

(LIMITATION ON OBLIGATIONS) 

(HIGHWAY TRUST FUND) 

Amendment No. 61: Limits obligations for 
the Federal-aid highways program to 
$17 ,550,000,000 instead of $18,000,000,000 as pro
posed by the House and $17,000,000,000 as pro
posed by the Senate. 

The conference agreement deletes the Sen
ate's references of priority designations 
within the Federal Highway Administra
tion's discretionary grant programs. 

The conferees direct that within the total 
provided for the intelligent transportation 
systems program, funding shall be available 
for the following projects in the amounts 
specified below: 

Project 
1-10 Mobile, Alabama ........ . 
Hazardous materials fleet 

management and mon
itoring system (NIER) .... 

Green light CVO project, 
Oregon ........................... . 

Capital beltway ................ . 
Houston, Texas ................. . 
Syracuse, New York con-

gestion management ..... . 
1-95 Corridor ..................... . 
Johnson City, Tennessee .. . 
Texas Transportation In-

stitute .................. .... ..... . 
University of North Da-

kota ............................... . 
1-675/SR 844/Col. Glenn, 

Fairborn, Ohio ............... . 

Amount 
$3,000,000 

2,500,000 

7,000,000 
4,000,000 
2,200,000 

1,500,000 
3,500,000 
1,500,000 

600,000 

1,000,000 

1,000,000 
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Project 

Paralympiad ..................... . 
Santa Teresa border cross-

ing, New Mexico ............ . 
Western Transportation In-

stitute, Montana ........... . 
TRANSCOM, New York/ 

New Jersey ................... .. 
New York State Thruway .. 
National Transportation 

Center, Oakdale, New 
York .............................. . 

Advanced railroad/highway 
crossings .............. .......... . 

Minnesota GuideStar ....... . 
Salt Lake City ................. .. 

Amount 
1,000,000 

900,000 

1,000,000 

1,500,000 
1,500,000 

2,000,000 

1,250,000 
2,000,000 
2,000,000 

In fiscal year 1996, the conference agree
ment earmarks a total of $40,950,000 for intel
ligent transportation systems, a reduction of 
over $35,000,000 compared with fiscal year 
1995 levels. The conferees will give serious 
consideration to discontinuing the practice 
of earmarking the intelligent transportation 
systems program in fiscal year 1997. 

The conferees direct that any funding pro
vided for intelligent transportation systems 
be used only in support of, or research on, in
telligent transportation systems and not for 
construction of buildings. 

Paralympiad.-The conferees direct the 
Federal Highway Administration to pursue 
vigorously the deployment and demonstra
tion of an individualized routing system to 
assist people with disabilities in moving 
about independently during the Tenth 
Paralympiad. The conferees expect that the 
funds provided will be expended and that a 
system will be delivered and fully imple
mented in time of the Tenth Paralympiad. 

National Transportation Center, Oakdale, 
New York.-The conference agreement in
cludes $2,000,000 for the National Transpor
tation Center in Oakdale, New York, of 
which $1,000,000 shall be available only for a 
NAFTA intermodal transportation center. 

Minnesota GuideStar.-The State of Min
nesota has established a major laboratory 
for intelligent transportation system activi
ties in the Twin Cities metropolitan area. 
The GuideStar network emphasizes transit 
systems in addition to highways and has 
been recognized by the Federal Highway Ad
ministration as a leader in the development 
and implementation of ITS technologies. 
The conferees have included $2,000,000 for 
this project. Up to 25 percent of this amount 
may be made available to the University of 
Minnesota's Center for Transportation Stud
ies to support education, research and train
ing aspects of the project. 

World wide web site on the Internet.-The 
conferees urge the FHWA to establish a 
world wide web site to permit commuters in 
major metropolitan areas to retrieve 
through the Internet ·video feeds from traffic 
cameras, average speeds as determined by 
traffic monitoring systems, and traffic mes
sages that appear on variable message signs 
employed in the area. To the extent possible, 
the Department should make the data avail
able in a standard format on a dial-in net
work server that provides text-only access, 
and a standard protocol for a touch-tone 
driven phone system. 

MOTOR CARRIER SAFETY GRANTS 

(LIQUIDATION OF CONTRACT AUTHORIZATION) 

(HIGHWAY TRUST FUND) 

Amendment No. 62: Limits obligations for 
motor carrier safety grants to $77,225,ooO in
stead of $79,150,000 as proposed by the House 
and $75,000,000 as proposed by the Senate. 

The conferees agree to the following pro
gram allocations: 

Basic grants to states ....... . 
Traffic enforcement ........ .. 

$58,000,000 
6,900,000 

Hazardous materials train-
ing ................................. . 

Research and development 
Public education .............. . 
CDL enforcement ............. . 
Truck and bus accidents .. .. 
Uniformity grants ............ . 
Uniformity working groups 
Commercial vehicle infor-

mation system ............... . 
Drug interdiction assist-

ance program ................. . 
Administrative expenses .. . 

1,500,000 
500,000 
850,000 

1,000,000 
1,750,000 
3,450,000 

450,000 

1,500,000 

500,000 
825,000 

Covert verification activities.-The conferees 
agree that, within the basic grant program, 
$1,500,000 shall be used to conduct covert op
erations in addition to those funds originally 
intended under each state's enforcement 
plan. Of the $1,500,000, $400,000 shall be allo
cated to develop a model out-of-service pro
totype system that states can use to assure 
that commercial vehicle drivers comply with 
those orders. 

In addition to covert operations, the con
ferees believe that the office of motor car
riers should develop cost effective rules to 
improve safety, educate motor carriers so 
that they know how to comply with these 
rules, and promote voluntary compliance. 

Assistance to border states.-The conferees 
agree that, within the basic grant program, 
$750,000 shall be provided to states along the 
Mexican border to ensure the safety of in
creased traffic. These states face special 
problems associated with a projected con
centration of trade-related commercial vehi
cle traffic once restrictions along the U.S.
Mexican border are significantly reduced on 
December 17, 1995. 

Truck and bus accidents.-The conferees 
have provided $200,000 to conduct a model ac
cident investigation and reconstruction pro
gram. These funds shall be available to train 
motor carrier safety officers on investigative 
techniques at accident sites. 

SURFACE TRANSPORTATION PROJECTS 

Amendment No. 63: Deletes appropriation 
of $39,500,000 for surface transportation 
projects proposed by the Senate. The House 
provided no similar appropriation. 

NATIONAL HIGHWAY TRAFFIC SAFETY 
ADMINISTRATION 

OPERA TIO NS AND RESEARCH 

Amendment No. 64: Appropriates $73,316,570 
for the general fund portion of the oper
ations and research activities of the Na
tional Highway Traffic Safety Administra
tion as proposed by the House instead of 
$71,261,000 as proposed by the Senate. 

Amendment No. 65: Provides that of the 
general funds made available for operations 
and research, $37,825,850 shall remain avail
able until September 30, 1998 as proposed by 
the House instead of $36,770,676 as proposed 
by the Senate. 

Amendment No. 66: Includes language pro
posed by the House which prohibits the Na
tional Highway Traffic Safety Administra
tion from obligating or expending funds to 
plan, finalize, or implement any rulemaking 
that would alter the tire grading standards 
currently in effect. The Senate bill con
tained no similar provision. 

OPERATIONS AND RESEARCH 

(HIGHWAY TRUST FUND) 

Amendment No. 67: Appropriates $51,884,430 
from the highway trust fund for operations 
and research activities of the National High
way Traffic Safety Administration instead of 
$52,011,930 as proposed by the House anct 
$50,344,000 as proposed by the Senate. 

Amendment No. 68: Provides that of the 
funds made available for operations and re
search, $32,247,000 shall remain available 
until September 30, 1998, instead of $32,770,670 
as proposed by the House and $31,716,720 as 
proposed by the Senate. 

The conference agreement for operations 
and research (general fund and highway 
trust fund combined) includes the following 
adjustments to the budget request 
Rulemaking: 

Vehicle safety stand-
ards .......................... . 

New car assessment 
program .................. .. 

Fuel economy program 
Theft program pilot 

project ..................... . 
Enforcement: 

Vehicle safety compli-
ance ......................... . 

Auto safety hotline .... . 
Odometer fraud .......... . 

Highway safety program: 
Safe communities in-

jury control ............. . 
Alcohol program ......... . 
Pedestrian and bicycle 
National occupant pro-

tection ..................... . 
Child safety seat pro-

gram ........................ . 
Police traffic system .. . 
Driver education ........ . 
Older driver research .. . 
Driver fatigue ............. . 

Research and analysis: 
Biomechanics ............. . 
Fatal accident report-

ing system .............. .. 
National accident sam-

pling system ............ . 
Data analysis program 
State data programs .... 
Partnership for new 

generation vehicles .. 
General administration: 

Strategic planning ..... . 
Accountwide adjustments: 

Computer support ....... . 
Administrative .......... .. 
Travel .............. ........... . 
Overtime .................... . 

Net reduction ...... .. 

-$200,000 

-1,057,000 
-2,165,000 

+890,000 

-500,000 
-1,000,000 

-40,000 

-5,225,000 
-548,000 
-224,000 

-392,000 

-600,000 
-300,000 
-75,000 

+100,000 
+l,000,000 

-1,500,000 

-300,000 

-300,000 
-500,000 
-400,000 

-5,000,000 

-200,000 

-245,000 
-250,000 
-50,000 
-60,000 

-19,141,000 

Theft program.-The conference agreement 
provides $890,000 to establish pilot National 
Motor Vehicle Title Information System 
programs. The conferees note that the Anti
Car Theft Act of 1992 directed the Depart
ment of Transportation to establish an infor
mation system for instant and reliable ac
cess to titling information. The American 
Association of Motor Vehicle Administra
tors, the Customs Service, and others have 
stated that such a system is essential to pre
vent thieves from obtaining legal ownership 
of stolen vehicles. 

Older drivers.-The conferees have provided 
$100,000 for older driver research to improve 
and test referral systems and develop per
formance assessment techniques. These addi
tional funds will advance NHTSA's goal of 
improving driving performance and licensing 
of older drivers. 

Driver fatigue.-The conference agreement 
includes Sl,000,000 to analyze the role of driv
er fatigue, sleep disorders, and inattention in 
highway crashes and shall be available to de
velop and test public education strategies 
and countermeasures that make drivers 
aware of the dangers of driving while fa
tigued. 

Section 403 programs.-The purposes of the 
section 403 programs is to research and test 
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new highway safety ideas that may be suc
cessfully implemented throughout the Unit
ed States. In recent years, some of these pro
grams have received "seed money" far 
longer than expected. The conferees agree 
with the Senate direction that requires 
NHTSA to prepare a report highlighting how 
much money section 403 programs have re
ceived, what future financial support is ex
pected for these programs, and when such 
support can be terminated. The conferees 
urge NHTSA to complete this report as soon 
as possible and provide it to the House and 
Senate Committees on appropriations by 
May 1, 1996. 

National advanced driving simulator.-the 
conferees have provided $2,000,000 for the na
tional advanced driving simulator. The con
ferees direct the Department of Transpor
tation to allocate the costs of the simulator 
among the participating modal administra
tions, including the Federal Highway Admin
istration, Federal Transit Administration, 
Federal Railroad Administration, and the In
telligent transportation systems joint pro
gram office, as part of the department's 1997 
budget request. Also, the conferees urge the 
department to discuss additional cost shar
ing commitments with the departments of 
Defense and Health and Human Services. 

OPERATIONS AND RESEARCH 

(RESCISSIONS) 

Amendment No. 69: Deletes rescissions of 
$4,547,185 in unobligated balances previously 
made available for the national advanced 
driving simulator as proposed by the Senate. 

HIGHWAY TRAFFIC SAFETY GRANTS 

(LIQUIDATION OF CONTRACT AUTHORIZATION) 

(HIGHWAY TRUST FUND) 

Amendment No. 70: Appropriates 
$155,100,000 to liquidate contract authority 
obligations for highway traffic safety grants 
as proposed by the Senate instead of 
$153,400,000 as proposed by the House. 

Amendment No. 71: Limits obligations for 
highway traffic safety grants to $155,100,000 
as proposed by the Senate instead of 
$153,400,000 as proposed by the House. 

Amendment No. 72: Provides $127,700,000 for 
state and community highway safety grants 
instead of $126,000,000 as proposed by the 
House and $128,000,000 as proposed by the 
Senate. Of the total, the conferees agree that 
$4,700,000 shall be available to local commu
nities to implement safe communities initia
tives and $9,200,000 for youth traffic safety 
programs. 

Amendment No. 73: Provides $2,400,000 for 
the National Driver Register as proposed by 
the House instead of $2,100,000 as proposed by 
the Senate. 

Amendment No. 74: Provides that funding 
for the national Driver Register shall be sub
ject to authorization as proposed by the Sen
ate instead of subject to passage by the 
House of a bill authorizing appropriations 
and for only the amounts provided therein as 
proposed by the House. 

Amendment No. 75: Includes language pro
posed by the House which prohibits any 
funding for highway traffic safety grants to 
be used for construction, rehabilitation, or 
remodeling costs, or for office furnishings 
and fixtures for state, local, or private build
ings or structures. Deletes language pro
posed by the House which prohibits funds to 
be used to purchase automobiles or motor
cycles for state, local, or private usage. The 
Senate bill contained no similar provisions. 

Amendment No. 76: provides $5,211,000 for 
the administration of state and community 
highway safety grants as proposed by the 
Senate instead of $5,153,000 as proposed by 

the House. The conferees agree that $300,000 
of the administrative takedown shall be ex
pended to evaluate the costs and benefits of 
the section 403 safe communities injury con
trol initiative. The evaluation shall be pro
vided to the House and Senate Committees 
on Appropriations by March 1, 1997. 

Amendment No. 77: Requires up to $500,000 
shall be used for technical assistance to 
states as proposed by the Senate instead of 
allowing flexibility to use up to that 
amount, as proposed by the House. 

Amendment No. 78: Provides $890,000 for 
administrative expemres under the national 
Driver Register program as proposed by the 
House instead of $777,000 as proposed by the 
Senate. 

FEDERAL RAILROAD ADMINISTRATION 

OFFICE OF THE ADMINISTRATOR 

Amendment No. 79: Appropriates $14,018,000 
for the Office of the Administrator as pro
posed by the Senate instead of $14,000,000 as 
proposed by the House. The conference 
agreement includes the following reductions 
to the budget request: 
Technical assistance pro-

gram .............. ...... .... ... ... . - $130,000 
Operation respond .. .... ..... .. - 10,000 
Nonpay inflation .... .. ....... .. - 500,000 
Other services .......... .. ...... .. -91,000 
Offset for high unobligated 

balances ......................... . -2,621,000 
The conference agreement allows the Of

fice of the administrator to spend down its 
prior years ' unobligated balance. 

RAILROAD SAFETY 

Amendment No. 80: Appropriates $49,919,000 
for railroad safety instead of $49,940,660 as 
proposed by the House and $49,105,000 as pro
posed by the Senate. The conference agree
ment includes the following reductions to 
the budget request: 
Other services ................ .. .. 
New partnership program .. 
Nonpay inflation ..... .. ... .. .. . 
Salaries and expenses .... .. .. 
Inspector trainee program 
Automated track inspec-

tion program ................. . 
Permanent change of sta

- $105,000 
- 400,000 
-230,000 
-200,000 
-50,000 

-100,000 

tion moves .. .... .. .. .. ... ....... -100,000 
Federal Railroad Administration offices.-The 

conferees generally agree that the Federal 
Railroad Administration should limit its 
railroad safety offices to two per state, but 
recognize that large states with significant 
rail activities may require an exception. The 
Federal Railroad Administration shall sub
mit to the House and Senate Committees on 
Appropriations prior to October 1, 1996, a 
written justification for any state(s) where it 
may be necessary to provide more than two 
offices due to volume of rail activity and/or 
geographic coverage. 

New computers for railroad safety inspec
tors.-The conferees have provided $800,000 to 
procure laptop computers for railroad in
spectors in one region, anticipating that pro
ductivity enhancements and reduced pro
gram costs will occur as inspectors compile 
their work from remote locations. The con
ferees direct the Federal Railroad Adminis
tration (FRA) to prepare a study detailing 
the cost savings resulting from the invest
ment in laptop computers for railroad safety 
inspectors. The study shall be completed 
prior to FRA requesting further funding to 
procure additional laptop computers for its 
railroad safety inspectors in other regions. 

Accident reporting.-The conferees direct 
the Federal Railroad Administration to com
plete necessary changes to its accident re
port by June 1, 1996. 

RAILROAD RESEARCH AND DEVELOPMENT 

Amendment No. 81: Appropriates $24,550,000 
for railroad research and development in
stead of $21,000,000 as proposed by the House 
and $25,775,000 as proposed by the Senate. 
The conference agreement includes the fol
lowing adjustments to the budget request: 
Increase Operation Life-

saver .......... ...... .... .. ....... .. +$150,000 
Increase human factors 

work .................... .. ....... .. +400,000 
Reduce track, structures, 

and train control .......... .. -1 ,000,000 
Reduce growth in high 

speed activities ....... ...... .. - 27,922,000 
Delete maglev initiative .. . -825,000 
Reduce grade crossing no-

tification system ............ -100,000 
Postive train separation .... +5,000,000 
Reduce administration ...... -100,000 

Operation Lifesaver.-The conference agree
ment provides a total of $300,000 for Oper
ation Lifesaver, $150,000 more than the budg
et request. The conferees agree that the in
crease shall be expended to address grade 
crossing safety. 

Human factors .-The conferees have pro
vided $400,000 for human factors research to 
implement FRA's five-year human factors 
strategic research plan as rapidly as possible 
and to address fundamental problems that 
cause railroad accidents, such as fatigue and 
stress. 

Positive train separation.-The conferees 
have provided $5,000,000 for the state of Or
egon for positive train separation (PTS) ac
tivities. As part of this work, funding can be 
used for an extension into Union Station and 
for additional track and signal work. In addi
tion, the Federal Railroad Administration 
(FRA) shall research and develop PTS, im
plement a high speed rail mitigation path, 
evaluate the compatibility of PTS and cor
ridor passenger service on the Portland, Or
egon to Seattle, Washington corridor, and 
purchase necessary wayside sensors and ra
dios so that the PTS system can verify train 
locations and switch positions. This will 
allow PTS equipped trains to operate on ei
ther track in either direction at full track 
speed. Finally, FRA shall assess the commu
nications reliability of this system in a 
dense urban area, such as Portland, Oregon. 
FRA believes that the Pacific Northwest 
Corridor is the ideal testbed for such a sys
tem. No matching funds are required for this 
project. 

In connection with this project, the con
ferees strongly encourage the Federal Rail
road Administration, the U.S. Coast Guard, 
and the U.S. Army Corps of Engineers to 
work together to establish differential global 
positioning system coverage for the territory 
between Portland and Hinkle, Oregon. Such 
coverage is vital to test and validate the 
PTS automatic location capability in an 
area where radio propagation may be limited 
by the rugged terrain. 

National Academy of Sciences study of high 
speed rail.-The conferees direct the FRA to 
contract with the National Academy of 
Sciences to assemble a panel of experts to 
issue periodic reports on FRA's high speed 
rail research and development and next gen
eration high speed rail activities. The first of 
these reports should assess the content, 
inter-relationship of individual projects, 
management structure, and direction of 
FRA's activities. The intent of this assess
ment is to determine whether these activi
ties make up a coherent, well-managed 
whole, and whether the proposed fiscal year 
1997 projects are logical extensions of these 
efforts. This first assessment should be com
pleted by April 1, 1996, to meet the deadline 
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established in the House report. The second 
report should assess whether specific 
projects in FRA's program are likely to yield 
useful research results, and the prospect of 
state and/or private deployment. Thereafter, 
the panel should consider and report on, in 
sequence, the other elements as stated in the 
Senate report. 

Advanced train control study .-The con
ferees agree not to require FRA to submit an 
advanced train control plan for evaluation 
prior to further corridor development work 
occurring outside of the Northeast Corridor 
as proposed by the House. 
NORTHEAST CORRIDOR IMPROVEMENT PROGRAM 

Amendment No. 82: Appropriates 
$115,000,000 for the northeast corridor im
provement program instead of $100,000,000 as 
proposed by the House and $130,000,000 as pro
posed by the Senate. Of this amount, the 
conferees agree to distribute $65,000,000 to 
the southern portion of the corridor for re
pair and $50,000,000 to the northern portion of 
the corridor for track work, maintenance fa
cilities, and electrification. The conferees 
have not provided any additional funding for 
high-speed transets because prior year appro
priations remain available for this procure
ment. This should be interpreted as a defer
ral of additional funding and not Congres
sional desire to terminate the project. The 
conferees direct Amtrak to notify the House 
and Senate Committees on Appropriations of 
its final detailed allocation of these funds. 

Cash flow analysis.-The conferees agree 
that Amtrak is to provide a detailed cash 
flow analysis, which identifies the funding 
required to complete the high-speed rail 
trainset procurement and options for public 
and private financing of the procurement. 
This cash flow analysis should include infor
mation from Amtrak's ongoing market and 
ridership survey that validates the estimates 
being made for the electrified New Haven to 
Boston service. A preliminary report shall be 
provided to the House and Senate Commit
tees by December 1, 1995 and a final report 
shall be issued no later than March 1, 1996. 

Joint transportation plan.-The conferees di
rect the Federal Railroad Administration 
and Amtrak to provide by March 1, 1996 to 
the House and Senate Committees on Appro
priations a joint and comprehensive trans
portation plan for the Washington, DC to 
New York, N.Y. segment of the corridor that 
details (1) the state of the rail line, (2) all re
quired capital improvements, (3) necessary 
investments for recapitalization, and (4) a 
projected timeline for these expenditures 
over the next two decades. This plan should 
include information on how the costs for up
grading and maintaining the railroad will be 
shared by all users of the rail line. 

NEXT GENERATION HIGH SPEED RAIL 

Amendment No. 83: Appropriates $19,205,000 
for next generation high speed rail studies, 
corridor planning, development, demonstra
tion, and implementation instead of 
$10,000,000 as proposed by the House and 
$20,000,000 as proposed by the Senate. The 
House bill provided funding only for high 
speed rail technology development and dem
onstrations. 

The conference agreement provides total 
funding (appropriation plus limitation on ob
ligations) of $24,205,000 for the next genera
tion high speed rail program to be allocated 
as follows: 
Advanced train control: 

Detroit to Chicago cor-
ridor ........................ . $3,000,000 

Chicago to St. Louis 
corridor .... ............... . 6,000,000 

Nonelectric locomotives: 
New York nonelectric 

locomotives dem-
onstration ..... ........... . 

Transportation tech-
nology center ....... ... . 

Grade crossing hazards: 
Complete state grade 

crossing work .......... . 
Innovative techniques 
Corridor planning tech-

nology ...................... . 
Administrative costs .. . 

6,000,000 

3,000,000 

1,000,000 
3,500,000 

1,250,000 
455,000 

Nonelectric locomotives.-The conferees have 
provided $6,000,000 to continue the develop
ment, testing, and demonstration of turbine 
powered nonelectric locomotives in the state 
of New York as proposed by the Senate. This 
funding shall be matched on a dollar-for-dol
lar basis. The House did not provide funding 
for this project. Since then, the House has 
received significant information on the 
project and now believes that a more com
prehensive demonstration of this technology 
is necessary. Therefore, the conferees have 
agreed to fund the retrofit of a second non
electric trainset so that additional data can 
be gathered on the capacity, reliability, 
maintainability, and fuel consumption of a 
turbine powered nonelectric fleet. Also, this 
funding should be used to further develop 
ways to improve the acceleration capabili
ties of nonelectric locomotives so that their 
performance is more comparable to that of 
electric locomotives. FRA, in conjunction 
with Amtrak and the State of New York, 
should submit information on the retrofitted 
locomotives as compared to the Genesis P-40 
and other high speed locomotives, to the 
House and Senate Committees on Appropria
tions no later than August 15, 1996 so that 
the results can be evalu'ated prior to finaliza
tion of the fiscal year 1997 Department of 
Transportation appropriations bill. While 
this is ongoing, FRA, Amtrak, and the State 
of New York should work to resolve the li
ability concerns along the Empire Corridor 
and close highway-rail grade crossings so 
that these trains can operate at 125 miles per 
hour. 

In addition, the conference agreement 
raises the liquidating cash appropriation 
from the highway trust fund to $7,118,000, 
based on updated estimates from FRA. The 
House and Senate bills included $5,000,000 for 
this purpose. 

Amendment No. 84: Provides that next gen
eration high speed rail funds may be made 
available for grants to states for high speed 
rail corridor design, feasibility studies, envi
ronmental analyses, and track and signal 
improvements as proposed by the Senate. 
The House bill included no similar provision. 

ALASKA RAILROAD REHABILITATION 

Amendment No. 85: Appropriates $10,000,000 
for Alaska Railroad rehabilitation as pro
posed by the Senate. The House contained no 
similar appropriation. 

PENNSYLVANIA STATION REDEVELOPMENT 
PROJECT 

Amendment No. 86: Deletes $25,000,000 for 
the Pennsylvania Station Redevelopment 
project proposed by the Senate. The House 
bill contained no similar appropriation. The 
conferees have provided funding for related 
activities under the National Railroad Pas
senger Corporation's capital grants program, 
rather than new development of the James 
A. Farley post office building. 

RHODE ISLAND RAIL DEVELOPMENT 

Amendment No. 87: Appropriates $1,000,000 
for Rhode Island rail development instead of 
$2,000,000 as proposed by the Senate. The 

House bill contained no similar appropria
tion. As proposed by the Senate, the con
ference agreement specifies that the federal 
contribution shall be matched on a dollar
for-dollar basis. Further, the Providence and 
Worcester Railroad shall reimburse Amtrak 
and/or the Federal Railroad Administration 
up to the first $6,000,000 in legal damages if 
damages occur resulting from provision of 
vertical clearances in excess of those re
quired for present freight operations. 

GRANTS TO THE NATIONAL RAILROAD 
PASSENGER CORPORATION 

Amendment No. 88: Provides $635,000,000 for 
the National Railroad Passenger Corporation 
(Amtrak) instead of $628,000,000 as proposed 
by the House and $605,000,000 as proposed by 
the Senate. Over the past year, Amtrak has 
undergone significant changes to improve its 
service quality and productivity and to 
eliminate its dependence on federal operat
ing assistance by the year 2001. Amtrak has 
made strides in reaching these goals; how
ever, legislative reforms, including labor re
forms, must be enacted if Amtrak is to reach 
its operating cost goals. Current authoriza
tion bills contain a number of these legisla
tive reforms. As such, the significant level of 
funding provided is predicated on the belief 
that vital legislative reforms will occur in 
the near term, which will reduce Amtrak's 
costs. 

Amendment No. 89: Provides $305,000,000 for 
operating losses and mandatory passenger 
rail service payments as proposed by the 
Senate instead of $336,000,000 as proposed by 
the House. 

Amendment No. 90: Provides $100,000,000 for 
Amtrak's transition costs as proposed by the 
Senate instead of $62,000,000 as proposed by 
the House. 

Amendment No. 91: Provides $230,000,000 for 
capital improvements to Amtrak as proposed 
by the House instead of $200,000,000 as pro
posed by the Senate. The conference agree
ment provides up to $20,000,000 for emergency 
life safety repairs to be completed at the ex
isting Pennsylvania Station, as allowed dur
ing fiscal year 1995, as well as for the recon
struction of the station's service building to 
provide the support services necessary for 
the safe operation of the station. 

Amendment No. 92: Deletes language pro
posed by the House which would have made 
the availability of funds contingent upon en
actment of significant reforms in authoriz
ing legislation to restructure the National 
Railroad Passenger Corporation. The Senate 
bill contained no similar provision. In lieu of 
this language, the conference agreement pro
vides Amtrak with the ability to transfer 
not more than $15,000,000 from the capital 
improvements account to the Northeast Cor
ridor Improvement Program. 

FEDERAL TRANSIT ADMINISTRATION 

ADMINISTRATIVE EXPENSES 

Amendment No. 93: Appropriates $42,000,000 
for administrative expenses of the Federal 
Transit Administration (FTA) as proposed 
by the Senate instead of $39,260,000 as pro
posed by the House. The conference agree
ment provides two full-time equivalent staff 
year positions in the FTA's Washington, DC 
offices to conduct management and over
sight of the Washington Metropolitan Area 
Transit Authority (WMATA). The conference 
agreement also includes a provision under 
amendment numbered 165 that requires the 
FTA to conduct its oversight of WMATA 
from FTA's Washington metropolitan area 
offices. 

FORMULA GRANTS 

Amendment No. 94: Appropriates 
$942,925,000 from the general fund for formula 
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grants of the Federal Transi t Administration 
instead of $890,000,000 as proposed by the 
House and $985,000,000 as proposed by the 
Senate. 

Amendment No. 95: Provides for a total 
program level of $2,052,925,000, including ap
propriations and limitations on obligations, 
for transit formula grants, instead of 
$2,000,000,000 as proposed by the House and 
$2,105,850,000 as proposed by the Senate. 

Amendment No. 96: Limits reductions in 
transit operating assistance to urbanized 
areas of less than 200,000 in population to no 
less than seventy-five percent of the amount 
of operating assistance such areas are eligi
ble to receive under Public Law 103-331, in
stead of eighty percent as proposed by the 
Senate. The House bill contained no similar 
provision. 

Amendment No. 97: Deleted language pro
posed by the Senate that would apportion 
$29,325,031 to areas of 200,000 or greater in 
population before apportionment of transit 
formula funds. The conference agreement in
cludes language that, in the distribution of 
the limitation on transit operating assist
ance to urbanized areas that had a popu
lation under the 1990 decennial census of 
1,000,000 or more, the Secretary shall direct 
each area to give priority consideration to 
the impact of reductions in operating assist
ance on smaller transit authorities operating 
within the area, and to consider the needs 
and resources of such transit authorities 
when the limitation is distributed among all 
transit authorities operating in the area. 

TRANSIT PLANNING AND RESEARCH 

Amendment No. 98: Appropriates $85,500,000 
for transit planning and research instead of 
$82,250,000 as proposed by the House and 
$90,000,000 as proposed by the Senate. The 
conferees agree to specify in the bill that 
$39,500,000 shall be provided for the metro
politan planning program (49 U.S.C. 5303); 
$4,500,000 for the rural transit assistance pro-

gram (49 U.S.C. 5311(b)(2)); $8,250,000 for the 
transit cooperative research program (49 
U.S.C. 5313(b)); $22,000,000 for the national 
program (49 U.S.C. 5314); $8,250,000 for the 
state program (49 U.S.C. 5313(a )); and 
$3,000,000 for the National transit institute 
(49 U.S.C. 5315). The House bill contained 
similar funding allocations, but at different 
levels than in the conference agreement. The 
Senate bill contained no allocations by pro
gram in the bill. 

The conferees direct that within the total 
funding level provided for transit planning 
and research, the Federal Transit Adminis
tration shall make available the following 
amounts for the programs and activities list
ed below: 
Team transit program of 

the Minnesota Metropoli-
tan Commission .... ... .. .. .. . 

Project ACTION (Acces
sible Community Trans
portation in our Nation) 

Advanced technology tran-
sit bus ..... ..... .. ..... .... ... ... . . 

Fuel cell bus technology .. . 
Research on large circuit 

breakers and switch 
gears .............. ..... ........... . 

Dulles corridor studies ..... . 
Hennepin County, Min

nesota, public works pro-

$500,000 

2,000,000 

5,000,000 
5,000,000 

2,500,000 
500,000 

gram ... ...... ... ................. .. 500,000 
Intermodal positioning 

system (inertial naviga-
tional technology) .. ... ..... 500,000 

Advanced lead acid battery 
consortium .. ... ... ............. 500,000 

Ridership enhancement 
strategies ..... .... ........... ... 500,000 
The conferees agree that federal transit as

sistance should contribute to the improve
ment of the entire community which transit 
systems serve, rather than support just the 
transit service itself. This is the goal of the 

Project location and purpose 

Arkansas: 
Little Rock, central Arkansas transit transfer facil ity . ............................. . 
Fayetteville, intermodal transfer facility 
State of Arkansas; buses 

California: 
Coachella Valley; SunLine bus facility ........................ ........ .. 
Long Beach , bus replacement and parts 
Los Angeles; Gateway intermodal center 
San Diego, San Ysidro intermodal center 
San Francisco; buses .. .. .... ............ .. ........................... .. 
San Francisco. BART ADA compliance/paratransit .... .. 
San Gabriel Valley; Foothill bus facilities 
San Joaquin, RTO bus replacement 
Santa Cruz; bus facil ity ............................... . 
Sonoma County; park and ride facilities .. .. 
Ventura County; bus facility 
Yolo County; buses .................. . 

Colorado: Fort Collins and Greeley; buses 
Connecticut: Norwich; intermodal center ............................. . 
Delaware: State of Delaware; buses ............ .. 
Florida: 

Metropol itan Dade County; buses .. 
Orlando; Lynx buses and bus operating facility 
Palm Beach County; bus facilities .............. .. .... .. 
Volus ia County; buses and park and ride facility 

Georgia: Atlanta; buses .. ............... . ................................... .. 
Hawaii: Honolulu, Oahu; Kuakini medical center parking facility ... .. .. .. .... .. .. .... ........ .... .... ..................... .. 
Iowa: 

Ames, Marshalltown, Ottumwa, Regions 6, 14, 15, 16; buses and bus faci lities 
Cedar Rap ids; hybrid electric bus consortium ...... ......................... .......... .. 
Ottumwa; global pos ition ing equipment .................................... .... . 
Waterloo; intermodal bus fac ility ...... ... ........................................ .. 
State of Iowa; buses. equ ipment, and facilities . 

Illinois: 
Chicago replacement buses/communications system .. ....................... .. ...... .. .................. .. 
State of Illinois; buses .. 

Indiana: 
Gary and Hammond; buses ....... .. .................... ..... . 
South Bend; intermodal facility ..................................................... . 
State of Indiana; buses and bus facilit ies .. .......... .. 

Kentucky: Lexington; buses .... .. .............................. . 
Lou isiana: 

New Orleans; bus fac ility 
New Orleans; buses .......................... .............. . 
Sa int Barnard Parish; intermodal facility ..... .. 

Massachusetts: Worcester; intermodal center 
Maryland: Maryland Transit Authority, Maryland; buses .... 
Mich igan: 

Lansing intermodal transportation center ....................... . 

livable communities initiative. By assisting 
a broad range of activities, communities 
may be improved; and by better linking the 
communities to the transit system, transit 
service may be made more effective. The 
conferees, therefore, urge the Department of 
Transportation to endeavor in these types of 
community initiatives. 

Advanced transportation systems program.
Section 6071 of title V of the Intermodal Sur
face Transportation Efficiency Act estab
lished the advanced transportation systems 
and electric vehicle technology program. 
The conferees are aware of the significant 
contributions that participating consortia 
have made to this program and direct the 
FTA to continue its heavy duty transit 
buses, the development of energy storage 
technologies, flywheel and hybrid vehicle de
velopment and demonstration, and the con
tinued charging infrastructure programs. 

Within available funds, the department is 
urged to consider support of monobeam tran
sit system development. 

TRUST FUND SHARE OF EXPENSES 

(LIQUIDATION OF CONTRACT AUTHORIZATION) 

(HIGHWAY TRUST FUND) 

Amendment No. 99: Provides $1,120,850,000 
in liquidating cash for the trust fund share 
of expenses of the formula grants program as 
proposed by the Senate instead of 
$1 ,110,000,000 as proposed by the House. 

DISCRETIONARY GRANTS 

(LIMITATION ON OBLIGATIONS) 

(HIGHWAY TRUST FUND) 

Bus and bus-related facilities.-The con
ference agreement provides $333,000,000 for 
the replacement, rehabilitation, and pur
chase of buses and related equipment and the 
construction of bus-related facilities. The 
conferees agree that the recommended fund
ing should be distributed as follows: 

House 

$0 
0 

6,000,000 

1,000,000 
0 

8,000,000 
0 

13,480,000 
0 

12,500,000 
0 

3.000,000 
2,500,000 
1,200,000 
3,000,000 
2,500,000 
3,000,000 
2.700,000 

4,000,000 
8,500,000 
4,000,000 
2,500,000 
7,500,000 

0 

4,000,000 
0 
0 
0 
0 

0 
20,000,000 

520 ,000 
5,000,000 

13,000,000 
2,000,000 

6,000,000 
12,000,000 
3,000,000 
4,000,000 

10,000,000 

Senate 

$1 ,000,000 
5,400,000 

0 

0 
3,000,000 

15,000,000 
10,000,000 

0 
4,460,000 

0 
10,560,000 

0 
0 
0 
0 
0 
0 
0 

16,000,000 
0 
0 
0 
0 

8,000,000 

0 
2,960,000 

700,000 
1,340,000 
8,000,000 

13,700,000 
0 

0 
0 
0 
0 

16,000,000 

4,180,000 

Conference 

$0 
0 

6,200,000 

500,000 
1,500,000 
8,000,000 
5,000,000 
6,740,000 
2,230,000 
9,750,000 
5.280,000 
1.500,000 
1,250,000 

600,000 
1,500,000 
1,250,000 
1,500,000 
1,350,000 

10,000,000 
4,250,000 
2,000,000 
1,250,000 
3,750,000 
4,000,000 

2,350,000 
1,200,000 

0 
670,000 

4,280,000 

0 
16,850,000 

260,000 
2,500,000 
6,500,000 
1.000,000 

3,000,000 
6,000,000 
1,500,000 
2,000,000 

13,000,000 

2,090,000 
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State of Michigan; !STEA set-aside requirement .. .......... . 
Minnesota : Metropolitan Council, Minnesota; articulated buses 
Missouri: 

Kansas City; Union Station intermodal ..................... .. 
St. Louis; Metrolink bus purchase ............. .. 

Project location and purpose 

State of Missouri; buses and bus facilities ....... .................. .......... .. ...... ........................ ....................................... .. 
North Carolina : State of North Carolina; buses and bus facilities ............................................................. . 
New Jersey: 

Garden State Parkway; park-n-ride at interchange 165 .................................................................. . 
Hamilton Township; intermodal facility/bus maintenance .. ....................... .. 

Nevada : Clark County, Nevada; buses and bus facility ... .. .................................................... .. 
New York: 

House Senate Conference 

10,000,000 10,000,000 10,000,000 
15,000,000 0 7,500,000 

0 13,000,000 6,500,000 
0 10,000,000 3,500,000 
0 11,000,000 7,000,000 

10,000,000 0 5,000,000 

0 2,300,000 1,150,000 
0 25,000,000 12,500,000 

14,000,000 20,000,000 17,000,000 

Albany; buses .............. .. .......................................... .. ....................... ............................... ............... .... ................. .. 0 10,000,000 5,000,000 
Buffalo; Crossroads intermodal station .......... .. ... .. ....................................................................................................... ........ .................................... . 1,000,000 0 500,000 
Long Island; buses ............................................................ .................... . 0 3,000,000 1,500,000 
New Rochelle; intermodal facility .................................................... .. 1,500,000 0 750,000 
New York City; natural gas buses/fueling station . 0 10,000,000 5,000,000 
Rensselaer; intermodal station ......... .. ..................................................................... .. 7,500,000 7,500,000 7,500,000 
Rochester-Genessee; buses ........................................... ........................... .. .................................................. . 0 1,400,000 700,000 
Syracuse; buses ............................................ .. ......................... ........................ .. 2,000,000 0 1,000,000 
Syracuse; intermodal station .......................... .. ............... .... ................... . 2,000,000 0 1,000,000 
Utica; buses ............................................ . 0 6,000,000 3,000,000 
Westchester, bus facility ..................................................................................... ........................... .. 4,500,000 0 2,250,000 

Ohio: 
Cleveland; Triskett bus facility ........ ...................... . 2,500,000 0 1,250,000 
Columbus; buses .................................................. .. 0 10,000,000 0 
State of Ohio; buses and bus facilities ................. . ............................... ............ .. ...... ........................... .. 20,000,000 0 15,000,000 

Oregon: 
Wilsonville; transit vehicles .............................................................................................. .... .................... . 500.000 250,000 
Eugene Lane transit district; radio system ...................................... ....... ............... .. 1,300,000 650,000 

Pennsylvania : 
Allegheny County; busway system .. .......................................................... ......................... .. 8,000,000 10,000,000 9,000,000 
Altoona; !STEA set-aside requirement .................................. .. .................................... .. 2,000,000 0 1,000,000 
Beaver County; bus facility ................ .. .......................................................... ... .. .. . 1,600,000 3,300,000 2,450,000 
Erie; intermodal complex .... .................... .. ............................................................................... . 0 8,000,000 4,000,000 
North Philadelphia; intermodal center ................................ ............... .................................................................................. .. 6,000,000 0 3,000,000 
Philadelphia; buses ................................................................................. ......................... .. .......................................... .. ............. . 3,000,000 0 1,500,000 
Philadelphia: Chestnut StreeValternative fueled vehicles ........ . ................................. .. ............................................... . 0 2,000,000 1,000,000 
Philadelphia; lift-equipped buses .............................................................. .................................................................... ............ .. 15,000,000 0 7,500,000 

Tennessee: Nashville, Tennessee; electric buses ..................................................... ................. .... ............................... - ... ..................................... .. 600,000 0 300,000 
Texas: 

Corpus Christi; buses, dispatching system, and facilities .... ............................................................... .. ...................................................................................... .. 0 1,600,000 2,450,000 
Corpus Christi; bus facilities ... .. ................................................................................... .... ............................................ .. ..... . 
El Paso; buses, equipment and facilities ................................. .. ................................................... .. 
El Paso; bus equipment ................................ .. .................................................... . 
El Paso; satellite transit terminal ......................................................................................... .. 
Robstown/Corpus Christi bus shelters/curb cuts/transit center ............................... .. 

Utah: Utah Transit Authority, Utah; buses .................... .. ....................... ........... .......... . 
Virginia: Richmond; downtown intermodal station ........ .. ................................. . 
Vermont: 

State of Vermont, buses and bus facilities .......... 
Marble Valley; bus upgrades ............ . 

Washington: 
Everett; intermodal center ............ .. . 
Pierce County; Tacoma Dome station . ...... ................... . .................................................. . 
Seattle; Metro/King County multimodal .... .................................................. ........................................... .. 
Seattle/King County; Seattle metro bus purchase 
Wenatchee; Chelan-Douglas multimodal 

Wisconsin: State of Wisconsin; buses . 

Total 

Within available balances, the conferees 
direct the Federal Transit Administration to 
support the following applications: the Santa 
Barbara Metropolitan Transit District for 
state-of-the-art, electric battery-powered 
buses for initial use at the 1996 Summer 
Olympic Games; Taos, New Mexico and Kan
sas City, Kansas for buses and bus-related 
purchases; and the Pennsylvania consoli
dated bus purchase. 

State of Arkansas.-The conference agree
ment includes $6,200,000 f0r buses and inter
modal and bus-related facilities to be made 
available to the Arkansas Highway and 
Transportation Department to be distributed 
as follows: $200,000 for Pine Bluff Transit; 
$3,200,000 for the University of Arkansas; 
$400,000 for Hot Springs Transit; $300,000 for 
South Central Arkansas; $800,000 for Central 
Arkansas Transit; and $800,000 for Southeast 
Arkansas Transit. The remaining balances 
may be retained by the Arkansas Highway 
and Transportation Department for other 
state bus and bus-related projects. 

Ames, Marshalltown , Ottumwa, Regions 6, 14, 
15 and 16, Iowa; bus and bus facilities.-The 
conference agreement includes $2,350,000 for 
buses and bus facilities for Ames, 
Marshalltown, Ottumwa, and Regions 6, 14, 
15 and 16, Iowa to be distributed as follows: 
$1,069,000 for Ames; $704,300 for Ottumwa; 
$189,500 for Marshalltown; $17,600 for Region 
6; $121,100 for Region 14; $159,400 for Region 
15; and $89,100 for Region 16. 

State of Michigan.-The conference agree
ment includes $10,000,000 for the State of 
Michigan to fulfill the requirements of sec
tion 3035(ll) the Intermodal Surface Trans
portation Efficiency Act of 1991. Of the 
$10,000,000 for the State of Michigan, the con
ferees have included: $3,022,500 for buses and 
bus facilities for Grand Rapids; $3,022,500 for 
buses and bus facilities in Flint; $3,022,500 for 
the Suburban Mobility Authority for Re
gional Transportation (SMART); and $932,500 
for an intermodal facility in Lansing. The 
conference agreement includes a total of 
$3,022,500 for the intermodal transportation 
center in Lansing. The conferees recognize 
that $1,200,000 more is required to complete 
this project and encourage the project spon
sors to submit a future request for the re
maining funds. 

State of New York.-The conferees direct 
those transit systems in the State of New 
York receiving section 3 bus discretionary 
allocations in areas over 200,000 population 
for the express purpose of providing fixed
rou te transit services, to purchase alter
native fueled buses. Vehicles purchased for 
use in urbanized areas under 200,000 popu
lation and for use in rural areas and/or for 
ADA mandated paratransit services are ex
empt. 

State of lllinois.-The conference agreement 
provides $16,850,000 for the Illinois Depart
ment of Transportation for replacement 
buses and transit facilities. This amount in
cludes funds for replacement buses for the 

2,500,000 0 0 
6,000,000 0 5,200,000 
2,900,000 0 0 
1,500,000 0 0 

0 800,000 0 
3,500,000 0 1,750,000 

0 10,000,000 5,000,000 

6,000,000 3,000,000 
2,000,000 1,000,000 

0 7,000,000 3,500,000 
3,000,000 5,000,000 5,000,000 

0 4,000,000 2,000,000 
2,500,000 10,000,000 6,250,000 

0 2,000,000 0 
20,000,000 0 10,000,000 

333,000,000 333,000,000 333,000,000 

following transit agencies: $1,585,000 for 
Champaign-Urbana; $528,000 for Decatur; 
$2,290,000 for Madison County; $528,000 for 
Quincy; $528,000 for Rockford; $880,000 for 
Rock Island; $1,073,000 for Springfield; and 
$1,665,000 for Pace. The amount also includes 
$720,000 for a transfer facility in Peoria and 
$800,000 for bus facilities for the South 
Central MTD. In addition, $6,000,000 is pro
vided for a new bus communications system 
for the Chicago Transit Authority. 

Bus overhauls.-The conferees direct the 
FTA to study and report to the appropriate 
Congressional committees by July 15, 1996 on 
the data associated with requests for funding 
under the periodic bus overhaul funding pro
vision, including, but not limited to, the 
number, size, and geographic type of transit 
systems that seek to capitalize such ex
penses, and the amounts requested under 
this section. 

Amendment No. 100: Includes language 
that reprograms $21,631,250 of funds pre
viously made available in Public Law 102-388 
and provides $666,000,000 for new fixed guide
way systems. The House bill included 
$666,000,000 and the Senate bill included a 
total of $688,840,000, of which $22,840,000 was 
proposed to be reprogrammed. 

The conferees recommend that $21,631,250 
of funds that were originally provided in the 
fiscal year 1993 Department of Transpor
tation and Related Agencies Appropriations 
Act, Public Law 102-388, that have not been 
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obligated by October 1, 1995 be repro
grammed. Should additional funds from Pub
lic Law 103-388 remain unobligated, the con
ferees direct the Administrator to reprogram 
these funds 15 days after notification to the 
House and Senate Committees on Appropria
tions only to those projects that have exist
ing full funding grant agreements on the 
date of enactment of this Act, to the extent 
that those projects are likely to be capable 
of obligating these funds in the course of this 
fiscal year. 

The conference agreement provides for the 
following distribution of the recommended 
funding for new fixed guideway systems as 
follows: 

Project Amount 
Atlanta-North Springs 

project .. .. ..... .............. .... . $42,410,000 
South Boston Piers (MOS-

2) project ...... . ... .. .. .. . . .... .. 20,060,000 
Canton-Akron-Cleveland 

commuter rail project .... 4,250,000 
Cincinnati NortheastJ 

Northern Kentucky rail 
line project ....... .. ............ 1,000,000 

Dallas South Oak Cliff 
LRT project .................... 16,941,000 

DART North Central light 
rail extension project .. .. . 3,000,000 

Dallas-Fort Worth 
RAILTRAN project .. . .. .. . 6,000,000 

Florida Tri-County com-
muter rail project ...... ... .. 10,000,000 

Houston Regional Bus 
project .. .. .. ... .. . . . .. .. ....... ... 22,630,000 

Jacksonville ASE exten-
sion project . . ... . ..... .. . . .. . .. 9, 720,625 

Los Angeles Metro Rail 
(MOS-3) .. .. ... . . .. . .. .. .. ... ... .. 85,000,000 

Los Angeles-San Diego 
commuter rail project .... 8,500,000 

MARC commuter rail 
project .. .. ..... .. ... .. .. ... .. .. . . . 10,000,000 

Maryland Central Corridor 
LRT project . .. .. ... .. .. .. . .. .. . 15,315,000 

Miami-North 27th Avenue 
project .. .. ... . . .. ... .. .. . .. . .... .. 2,000,000 

Memphis, Tennessee Re-
gional Rail Plan . ............ 1,250,000 

New Jersey Urban Core-
Secaucus project ... ... .. .... 80,250,000 

New Orleans Canal Street 
Corridor project ............. . 5,000,000 

New York Queens Connec-
tion project .................... 126,725,125 

Pittsburg Airport Phase 1 
project .. .. .. ... .. .. ... .. .. ... .. .. . 22,630,000 

Portland-Westside LRT 
project ... .. .. ....... .............. 130,140,000 

Sacramento LRT extension 
project .. .. .. . .. . . .. . . . .. . . .. . .. .. . 2,000,000 

St. Louis Metro/Link LRT 
project .. .. .. ... . .. . .. . .. .. .. . .. .. . 12,500,000 

Salt Lake City light rail 
project .... ..... . .. . ... . .. . .. . .. . . . 9, 759,500 

San Francisco BART ex-
tension project .......... .... . 10,000,000 

San Juan, Puerto Rico 
Tren Urbano project .. .. .. . 7 ,500,000 

Tampa to Lakeland com-
muter rail project........... 500,000 

Whitehall ferry terminal, 
New York, New York ...... 2,500,000 

Wisconsin central com-
muter project ................. 14,400,000 

Burlington-Charlotte, Ver
mont commuter rail 
project . ... . .... .. .. ... .. .. .. . .. .. . 5,650,000 
South-North corridor project.-The conferees 

note that the Oregon legislature and Port
land area voters have approved $850 million 
in local and state funds for the South-North 
corridor project. The conferees support the 

inclusion of the South-North corridor in the 
Portland area program of interrelated 
projects and note that a project financing 
plan, based on a discretionary (section 3) 
share of fifty percent of the total project 
costs, will be considered should the Portland 
region seek funding for this project. 

Orange County, California.-The conferees 
are concerned with the delay of the Federal 
Transit Administration in obligating the 
funds previously provided in fiscal years 1994 
and 1995 for the Orange County Transitway 
project. The conferees are concerned that the 
FT A may fail to recognize that the Anaheim 
Intermodal Transportation Center is not an 
element of the Transitway project. The con
ferees, therefore, direct the FTA to work ex
peditiously to obligate these funds once all 
pending planning and financial issues are ad
dressed adequately. 

Kansas City.-Although no funds have been 
provided for the Kansas City, Missouri light 
rail project, the conferees believe that based 
on the results of the recently completed 
major investment study, the project may 
have merit and therefor encourage project 
sponsors to continue to seek federal support 
in the future. 

Seattle-Tacoma.-The conferees agree that 
sums available from funds appropriated in 
fiscal year 1992 for the Seattle-Tacoma com
muter rail project may be used for inter
modal access and facilities in Seattle and/or 
commuter track and signal projects in and 
between Seattle and Tacoma, only to the ex
tent to which such projects are consistent 
with existing federal transportation laws and 
regulations. 

Amendment No. 101: Provides $20,060,000 for 
the South Boston Piers (MOS-2) project in
stead of $17 ,500,000 as proposed by the House 
and $22,620,000 as proposed by the Senate. 

Amendment No. 102: Provides $4,250,000 for 
the Canton-Akron-Cleveland commuter rail 
project instead of $6,500,000 as proposed by 
the House and no funding as proposed by the 
Senate; and deletes House language that 
would have made funding for this project 
contingent upon passage by the House of a 
bill authorizing appropriations therefor, and 
only in amounts provided therein. The con
ferees have agreed to delete this language 
because on September 20, 1995, the House 
passed R.R. 2274, the National Highway Sys
tems Designation Act of 1995, which con
tained the authorization for this and the sev
eral other new start projects that follow 
below. 

Amendment No. 103: Provides $1,000,000 for 
the Cincinnati NortheastJNorthern Kentucky 
rail line project instead of $2,000,000 as pro
posed by the House and no funding as pro
posed by the Senate; and deletes House lan
guage that would have made funding for this 
project contingent upon passage by the 
House of a bill authorizing appropriations 
therefor, and only in amounts provided 
therein. 

Amendment No. 104: Provides $3,000,000 for 
the DART North Central light rail extension 
project instead of $2,500,000 as proposed by 
the House and $3,500,000 as proposed by the 
Senate. 

Amendment No. 105: Deletes House lan
guage that would have made funding for the 
DART North Central rail extension project 
contingent upon passage by the House of a 
bill authorizing appropriations therefor, and 
only in amounts provided therein. 

Amendment No. 106: Provides $6,000,000 for 
the Dallas-Fort Worth RAILTRAN project 
instead of $5,000,000 as proposed by the House 
and $7,000,000 as proposed by the Senate. 

Amendment No. 107: Deletes House lan
guage that would have made funding for the 

Dallas-Fort Worth RAILTRAN project con
tingent upon passage by the House of a bill 
authorizing appropriations therefor, and 
only in amounts provided therein. 

Amendment No. 108: Deletes House lan
guage that would have made funding for the 
Florida Tri-County commuter rail project 
contingent upon passage by the House of a 
bill authorizing appropriations therefor, and 
only in amounts provided therein. 

Amendment No. 109: Provides $9,720,625 for 
the Jacksonville ASE extension project in
stead of $12,500,000 as proposed by the House, 
The Senate bill contained no similar provi
sion. 

Amendment No. 110: Provides $85,000,000 for 
the Los Angeles Metro Rail (MOS-3) instead 
of $125,000,000 as proposed by the House and 
$45,000,000 as proposed by the Senate. 

The conference agreement provides 
$85,000,000 for the Los Angeles Metro Rail 
Line project. The conferees, however, reit
erate the safety concerns and the need for 
quality assurances outlined in the Senate re
port. 

The conferees are aware that after the Sen
ate's consideration of the Act, the Los Ange
les Metropolitan Transportation Authority 
(MTA) has made significant progress in the 
areas of concern as expressed by the Senate. 
The MTA has hired a new head of Metro con
struction to whom quality assurance and 
safety personnel now must directly report. 
In addition, the MTA has submitted the up
dated Metro Rail Red Line Project Manage
ment plan, which demonstrates tqe commit
ment to safety and quality assurance, to the 
Federal Transit Administration for review, 
prior to FTA's October 1, 1995 deadline. 

While this progress is encouraging, the 
conferees direct the Federal Transit Admin
istration to continue diligent oversight and 
to ensure that these commitments to greater 
safety and quality assurance staffing are fi
nalized before these or any other federal 
funds are obligated to the Metro Red Line 
Project. 

Amendment No. 111: Provides $8,500,000 for 
the Los Angeles-San Diego commuter rail 
project instead of $10,000,000 as proposed by 
the House and no funding as proposed by the 
Senate. 

Amendment No. 112: Provides $10,000,000 for 
the MARC commuter rail project as proposed 
by the House instead of $15,000,000 as pro
posed by the Senate. 

Amendment No. 113: Provides $15,315,000 for 
the Maryland Central Corridor LRT project 
instead of $3,000,000 as proposed by the House 
and $22,630,000 as proposed by the Senate. 

Amendment No. 114: Deletes House lan
guage that would have made funding for the 
Miami-North 27th Avenue project contingent 
upon passage by the House of a bill authoriz
ing appropriations therefor, and only in 
amounts provided therein. 

Amendment No. 115: Provides $1,250,000 for 
the Memphis, Tennessee Regional Rail Plan 
instead of $2,500,000 as proposed by the House 
and no funding as proposed by the Senate; 
and deletes House language that would have 
made funding for this project contingent 
upon passage by the House of a bill authoriz
ing appropriations therefore, and only in 
amounts provided therein. 

Amendment No. 116: Provides $80,250,000 for 
the New Jersey Urban Core-Secaucus project 
instead of $75,000,000 as proposed by the 
House and $85,500,000 as proposed by the Sen
ate. 

Amendment No. 117: Provides $5,000,000 for 
the New Orleans Canal Street Corridor 
project instead of $10,000,000 as proposed by 
the House and no funding as proposed by the 
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Senate, and deletes House language that 
would have made funding for this project 
contingent upon passage by the House of a 
bill authorizing appropriations therefore, 
and only in amounts provided therein. 

Amendment No. 118: Provides $126,725,125 
for the New York Queens Connection project 
instead of $114,989,000 as proposed by the 
House and $160,000,000 as proposed by the 
Senate. 

Amendment No. 119: Deletes funding for 
the Orange County Transitway project as 
proposed by the Senate instead of $5,000,000 
as proposed by the House. 

Amendment No. 120: Provides $130,140,000 
for the Portland Westside LRT project as 
proposed by the Senate instead of $85,500,000 
as proposed by the House. 

Amendment No. 121: Provides $2,000,000 for 
the Sacramento LRT extension project as 
proposed by the House instead of no funding 
as proposed by the Senate. 

Amendment No. 122: Provides $12,500,000 for 
the St. Louis Metro Link LRT project in
stead of $10,000,000 as proposed by the House 
and $13,000,000 as proposed by the Senate. 
Within the funds provided, the conferees 
have included up to $2,000,000 for the St. 
Claire extension. 

Amendment No. 123: Provides $9,759,500 for 
the Salt Lake City light rail project instead 
of $5,000,000 as proposed by the House and 
$14,519,000 as proposed by the Senate. 

Amendment No. 124: Retains, with modi
fication, House language which provides that 
$5,000,000 of the funds made available for the 
Salt Lake City light rail project may be 
available for related high occupancy vehicle 
lane and intermodal corridor design costs. 

Amendment No. 125: Provides $10,000,000 for 
the San Francisco BART extension project 
as proposed by the House instead of 
$22,620,000 for the San Francisco BART ex
tension to the airporttrasman corridor 
projects as proposed by the Senate. 

The conferees have agreed to provide 
Sl0,000,000 to continue the BART proposed 
extension to the San Francisco International 
Airport. BART and the San Francisco Air
port Commission recently reached an agree
ment in principle on an airport station align
ment that reduces project costs and that is 
compatible with the airport's extension plan. 
However, significant unresolved issues must 
be resolved before a long-term financial com
mitment can be made to this project. For ex
ample, despite planned cost reductions, a 
complete cost analysis and financial plan are 
not yet available and there is no assurance 
that the federal share of this project will be 
reduced. Further, neither supplemental draft 
nor analyses have yet been concluded, and 
four transportation agencies on the San 
Francisco peninsula, including one of the 
project sponsors (the San Mateo County 
Transit District), have voted to study a di
rect CalTrain link with the airport. Lastly, 
the conferees believe that the proposed local 
share costs to be borne by the airport and its 
users should be consistent with federal 
transportation policy and regulation. Given 
these many concerns, the conferees believe 
that sufficient time to complete and review 
adequately the supplemental draft environ
mental impact statement and the subsequent 
engineering and financial plans, and final en
vironmental impact statements is not avail
able in fiscal year 1996. Sixty days prior to 
action to execute a full funding grant agree
ment, the conferees direct the FTA to report 
back to both the House and Senate Commit
tees on Appropriations and certify in writing 
that the aforementioned concerns are fully 
addressed. This action shall not be inter-

preted as a Congressional desire to terminate 
this project. 

The conference agreement provides no new 
funding for the Tasman corridor project. 
Measure A, a Santa Clara County local sales 
tax proposition which constitutes the 
Tasman project's local match, was invali
dated by a California appeals court and later 
upheld by the California Supreme Court on 
September 28, 1995. Therefore under the 
terms of the Bay Area's Metropolitan Trans
portation Commission's new rail starts pro
gram, the conferees expect that the 
$33,320,000 of federal funds originally made 
available in fiscal years 1994 and 1995 shall be 
allocated by the Metropolitan Transpor
tation Commission to the San Francisco 
BART extension to the airport. 

Amendment No. 126: Restores language 
proposed by the House which provides funds 
for the San Francisco BART extension to the 
airport only instead of the San Francisco 
BART extension/Tasman corridor project as 
proposed by the Senate. 

Amendment No. 127: Provides $7,500,000 for 
the San Juan, Puerto Rico Tren Urbano 
project instead of $15,000,000 as proposed by 
the House and no funding as proposed by the 
Senate; and deletes House language that 
would have made funding for this project 
contingent upon passage by the House of a 
bill authorizing appropriations therefor, and 
only in amounts provided therein. 

Amendment No. 128: Provides $500,000 for 
the Tampa to Lakeland commuter rail 
project instead of Sl,000,000 as proposed by 
the House and no funding as proposed by the 
Senate; and deletes House language that 
would have made funding for this project 
contingent upon passage of the House of a 
bill authorizing appropriations therefor, and 
only in amounts provided therein. 

Amendment No. 129: Provides $2,500,000 for 
the Whitefall ferry terminal, New York, New 
York instead of $5,000,000 as proposed by the 
House and no funding as proposed by the 
Senate; and deletes House language that 
would have made funding for this project 
contingent upon passage by the House of a 
bill authorizing appropriations therefor, and 
only in amounts provided therein. 

Amendment No. 130: Deletes House lan
guage that would have made funding for the 
Wisconsin central commuter project to pas
sage by the House of a bill authorizing ap
propriations therefor, and only in amounts 
provided therein. 

Amendment No. 131: Provides $5,650,000 for 
the Burlington-Charlotte, Vermont com
muter rail project instead of Sll,300,000 as 
proposed by the Senate. The House bill con
tained no similar appropriation. 

Amendment No. 132: Deletes $5,000,000 for 
the Chicago central area circulator proposed 
by the Senate. The House bill contained no 
similar provision. 

Due to the failure of the State of Illinois to 
appropriate funding for its share of the Chi
cago central area circulator project this year 
and the uncertainty of the design and con
struction of the system, the conferees have 
not allocated any new fiscal year 1996 fund
ing for this project. Should the state appro
priate its share of the costs of the project or 
should the Federal Transit Administration 
approve the core system phasing approach 
into an amended full funding grant agree
ment, the conferees will then make every ef
fort to provide funding according to a full 
funding grant agreement funding schedule. 

MASS TRANSIT CAPITAL FUND 

(LIQUIDATION OF CONTRACT AUTHORIZATION) 

(HIGHWAY TRUST FUND) 

Amendment No. 133: Appropriates 
$2,000,000,000 to liquidate contract authority 

obligations for mass transit capital pro
grams as proposed by the House instead of 
Sl,700,000,000 as proposed by the Senate. 

WASHINGTON METROPOLITAN AREA TRANSIT 
AUTHORITY 

Amendment No. 134: Appropriates 
$200,000,000 for construction of the Washing
ton, DC metrorail system as proposed by the 
House instead of $170,000,000 as proposed by 
the Senate. 

SAINT LAWRENCE SEAWAY DEVELOPMENT 
CORPORATION 

Amendment No. 135: Deletes language pro
posed by the Senate that prohibits expendi
ture of funds in the Corporation's financial 
reserve or from the Harbor Maintenance 
Trust Fund for the design, development, or 
procurement of a global positioning system 
vessel traffic services system during fiscal 
year 1996. The House bill contained no simi
lar provision. 

Vessel traffic services system.-The conferees 
have expanded the scope of a study on the 
options for privatizing procurement and op
eration of vessel traffic services on the 
American portion of the Saint Lawrence 
Seaway, which the Senate report directed 
the Corporation to submit by May 1, 1996. 
The study shall focus on division of respon
sibility and cost-sharing issues in the devel
opment-, procurement, installation, and oper
ation of a GPS vessel traffic services system 
among the Saint Lawrence Seaway Develop
ment Corporation, the St. Lawrence Seaway 
Authority of Canada, the U.S. Coast Guard, 
the Canadian Coast Guard, and the carrier 
industry. 

OPERATIONS AND MAINTENANCE 

(HARBOR MAINTENANCE TRUST FUND) 

Amendment No. 136: Appropriates 
$10,150,000 for operations and maintenance of 
the Saint Lawrence Seaway Development 
Corporation as proposed by the Senate in
stead of $10,190,500 as proposed by the House. 
The conferee agreement includes the follow
ing adjustments to the budget request: 

Travel and transportation of 
things .. ... . . .. . . . . . . . . . . .. .. ... .. ..... .. .. ... - $6,000 

Other miscellaneous services . . .. .. . - 5,500 
Nonpay inflation .................. .... .... - 41,000 
Unspecified reduction . . . ...... .... .. .. . - 40,500 

RESEARCH AND SPECIAL PROGRAMS 
ADMINISTRATION 

RESEARCH AND SPECIAL PROGRAMS 

Amendment No. 137: Appropriates 
$23,937 ,000 for research and special programs 
instead of $26,030,000 as proposed by the 
House and $24,281,000 as proposed by the Sen
ate. 

The conference agreement distributes the 
research and special programs appropriation 
and 176 full-time equivalent staff as follows: 

Hazardous materials safety .. 
Research and technology . .. ..................... . 
Emergency transportation ............................... . 
Program support .......... . 
Accountwide adjustments 

In dollars 

12,650,000 
3,288,000 
1,022,000 
7,388,000 
-411.000 

Positions 

111 
13 
7 

45 

The conferees have made the following ad
justments to the budget request: 

Hazardous materials safe
ty: 
Info_r~ation systems .. . 
Tra1n1ng ........ .. ...... ..... . 
Registration program .. 

Aviation information 
management ............... . 

Research and technology: 
Personnel compensa-

tion and benefits ..... . 

In dollars 

-50,000 
+100,000 
-182,000 

-2,282,000 

-91,000 
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In dollars 

Technology develop-
ment ........................ . -2,951,000 

Technology promotion -874,000 
Technology deploy-

ment ....... ... ...... ... ..... . -400,000 
Emergency transportation: 

Crisis management ..... . -279,000 
Program administration: 

Operating expenses ..... . -42,000 
Policy and program 

support .................... . -50,000 
Civil rights and special 

programs ................. . -25,000 
Program management 

and administration .. . -95,000 
Contract program ....... . -53,000 
Working capital fund .. . -40,000 

Accountwide adjustments: 
Training .............. .. .... . . -109,000 
Equipment .................. . -302,000 

Net reduction ................ . -7,725,000 

Amendment No. 138: Deletes House lan
guage as proposed by the Senate and trans
fers $2,200,000 and 22 full-time equivalent em
ployees from the Research and Special Pro
grams Administration's aviation informa
tion management program to the Bureau of 
Transportation Statistics under amendment 
numbered 144. 

PIPELINE SAFETY 

(PIPELINE SAFETY FUND) 

Amendment No. 139: Appropriates 
$31,448,000 for pipeline safety instead of 
$29,941,000 as proposed by the House and 
$32,973,000 as proposed by the Senate. 

Amendment No. 140: Provides $28,750,000 
from the Pipeline Safety Fund instead of 
$27,243,000 as proposed by the House and 
$30,275,000 as proposed by the Senate. The 
conference agreement includes the following 
reductions from the budget request: 

In dollars 
Personnel compensation 

and benefits ................... . -22,000 
Operating expenses ........... . -306,000 
Information systems ........ . -552,000 
Risk assessment and tech-

nology studies ............... . -500,000 
Compliance ....... ... .......... ... . -4,146,000 
Training and information 

dissemination ................ . -21,000 
Research and development -2,423,000 
Grants ................... ........... . -3,000,000 

Net reduction ...... ....... . -10,970,000 

Amendment No. 141: Provides that not to 
exceed $1,000,000 shall be available from the 
pipeline safety fund for grants to states for 
the development and establishment of one
call notification systems, as proposed by the 
House instead of $1,500,000 as proposed by the 
Senate. 

EMERGENCY PREPAREDNESS GRANTS 

(EMERGENCY PREPAREDNESS FUND) 

Amendment No. 142: Limits obligations for 
emergency preparedness grants to $8,890,000 
as proposed by the House instead of $9,200,000 
as proposed by the Senate. 

OFFICE OF INSPECTOR GENERAL 

SALARIES AND EXPENSES 

Amendment No. 143: Appropriates 
$40,238,000 for salaries and expenses of the Of
fice of inspector general as proposed by the 
House instead of $39,891,200 as proposed by 
the Senate. 

BUREAU OF TRANSPORTATION STATISTICS 

Amendment No. 144: Appropriates $2,200,000 
for the Bureau of Transportation Statistics 

as proposed by the Senate. The House bill 
contained no similar provision. 

TITLE II-RELATED AGENCIES 
ARCHITECTURAL AND 

TATION BARRIERS 
TRANSPOR

COMPLIANCE 
BOARD 

SALARIES AND EXPENSES 

Amendment No. 145: Appropriates $3,500,000 
for salaries and expenses of the Architec
tural and Transportation Barriers Compli
ance Board as proposed by the Senate in
stead of $3,656,000 as proposed by the House. 
The conferees agree that, although no fund
ing is provided in fiscal year 1996 for the ac
quisition of a new financial accounting sys
tem, this reduction is made without preju
dice to the system receiving funding in fu
ture appropriations acts. 

NATIONAL TRANSPORTATION SAFETY BOARD 

SALARIES AND EXPENSES 

Amendment No. 146: Appropriates 
$38,774,000 for salaries and expenses of the 
National Transportation Safety Board as 
proposed by the House instead of $37 ,500,000 
as proposed by the Senate. 

The conference agreement distributes the 
salaries and expenses of the National Trans
portation Safety Board and 350 full-time 
equivalent staff years as follows: 

Office Budget au- Stall 
thority years 

Policy and direction . $5,662,000 45 
Aviation safety .................. .. .... ...................... . 13,334,000 122 
Surface transportation ....................................... . 10,473,000 94 
Research and engineering 5,281 ,000 48 
Administration ...... .. ... ....... ..... . 2,692,000 31 
Administrative law judges ............................... . 1,332,000 10 

EMERGENCY FUND 

Amendment No. 147: Appropriates $360,802 
for the emergency fund as proposed by the 
Senate instead of $160,802 as proposed by the 
House. 

INTERSTATE COMMERCE COMMISSION 

SALARIES AND EXPENSES 

Amendment No. 148: Appropriates 
$13,379,000 for one quarter year of salaries 
and expenses as well as severance and closing 
costs of the Interstate Commerce Commis
sion as proposed by the House. The Senate 
bill provided the same amount, but only for 
severance and closing costs. The conferees 
agree that collected fees shall be made avail
able for the time the Commission remains in 
existence during fiscal year 1996 and that 
once the Commission ceases to exist, any un
obligated balances from these collections 
shall be used to pay termination and sever
ance costs. 

TITLE Ill-GENERAL PROVISIONS 
(INCLUDING TRANSFERS OF FUNDS) 

Amendment No. 149: Makes technical 
change in the citation to the authorization 
statute regarding primary and secondary 
schooling of dependents of FAA personnel 
stationed outside of the continental United 
States, as proposed by the Senate. 

Amendment No. 150: Deletes "pursuant to 
paragraph (d)" as proposed by the Senate. 

Amendment No. 151: Prohibits the use of 
funds for salaries and expenses of more than 
one hundTed political and Presidential ap
pointees in the Department of Transpor
tation as proposed by the Senate instead of 
one hundred and ten appointees as proposed 
by the House. 

Amendment No. 152: Restores House lan
guage deleted by the Senate that prohibits 
funds to be used to implement section 404 of 
title 23, United States Code. 

Amendment No. 153: Reduces the working 
capital fund for the Department of Transpor-

tation programs funded in this Act by 
$7 ,500,000 instead of $10,000,000 as proposed by 
the House and $5,000,000 as proposed by the 
Senate. 

Amendment No. 154: Limits working cap
ital fund obligational authority for the De
partment of Transportation programs funded 
in this Act to no more than $95,649,000 in
stead of $92,231,000 as proposed by the House 
and $99,364,000 as proposed by the Senate. 

Amendment No. 155: Restores House lan
guage deleted by the Senate that prohibits 
the use of funds to prepare, propose or pro
mulgate any regulations that prescribe 
changes in the corporate average fuel econ
omy standards for automobiles. 

Amendment No. 156: Cancels $25,000,000 of 
the budgetary resources provided to the De
partment of Transportation, excluding the 
Maritime Administration, as proposed by the 
House, instead of canceling $25,000,000 of the 
budgetary resources provided to the Depart
ment of Transportation, including the Mari
time Administration, as proposed by the 
Senate. 

Amendment No. 157: Restores House lan
guage deleted by the Senate and includes 
language proposed by the Senate which re
quires the Secretary of Transportation to 
collocate and consolidate the Department of 
Transportation's office structure. 

Amendment No. 158: Restores House lan
guage deleted by the Senate and includes 
language proposed by the Senate which re
quires the Secretary of Transportation to 
collocate and consolidate the Department of 
Transportation's surface transportation field 
offices and activities. 

Amendment No. 159: Includes Senate lan
guage that permits the Secretary of Trans
portation to submit a reorganization plan of 
the surface transportation activities of the 
Department of Transportation and the rela
tionship of the Saint Lawrence Seaway De
velopment Corporation to the Department. 
The House bill included no similar provision. 

Amendment No. 160: Permits the Secretary 
of Transportation to transfer funds appro
priated in this Act to "Rental Payments" as 
proposed by the Senate. The House bill 
would have permitted the Secretary of 
Transportation to transfer funds appro
priated for any office of the Office of the Sec
retary. 

Amendment No. 161: Prohibits funds for 
certain specified types of employee training 
activities, as proposed by the House. The 
Senate bill required that training be consist
ent with current law. 

Amendment No. 162: Prohibits funds for en
forcing the existing airport revenue diver
sion laws, and which require airports to be as 
self-sustaining as possible, as they relate to 
specified facilities on Hot Springs Memorial 
Field in Hot Springs, Arkansas, as proposed 
by the House. The Senate bill contained no 
similar provision. 

Amendment No. 163: Deletes language in 
the Senate bill requiring that time an indi
vidual has spent on the workers ' compensa
tion rolls be counted as regular employment 
time for the purpose of calculating retire
ment benefits. In addition, the conference 
agreement deletes lines 1 through 13 on page 
53 of the House engrossed bill, H.R. 2002. The 
effect of this and the preceding disposition is 
to delete all language in the House and Sen
ate bills requiring changes in the eligibility 
of employees to receive workers' compensa
tion payments after becoming eligible for 
regular federal retirement benefits. Both the 
House and Senate bills required a cessation 
of workers' compensation benefits six 
months after retirement eligibility is 
reached. 
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The conferees are concerned, however, that 

for many individuals, workers' compensation 
has become a more lucrative alternative to 
regular retirement. For example, in the FAA 
alone, almost 500 people on the workers' 
compensation rolls are at least 70 years of 
age, and over 1,200 are over 60. The current 
system allows these people to remain on the 
workers' compensation rolls even when dis
ability retirement is available to them and 
even when there is little or no chance they 
will be returned to work in the agency. 
These cases create a drain on the annual dis
cretionary budget of agencies like the FAA, 
which are forced to use those scarce funds to 
finance what is essentially a retirement pro
gram-and one with excessive and unneces
sary costs. To address this issue on a govern
ment-wide basis, the conferees direct the 
General Accounting Office to study this 
issue and report with recommendations for 
reform to the House and Senate Committees 
on Appropriations no later than May 31, 1996. 

The conference agreement also includes a 
limitation against using funds in this Act for 
activities designed to influence Congress on 
legislation or appropriations pending before 
the Congress except on the request of Mem
bers of Congress through the proper official 
channels. The effect of this provision is to 
restate, for emphasis, existing law codified 
in 18 U.S.C. 1813 regarding limitations on 
lobbying activities. 

Amendment No. 164: Modifies House lan
guage dt=:leted by the Senate that prohibits 
the use of funds for technical training, tours, 
research fellowships with citizens of the Peo
ple's Republic of China to exempt the Fed
eral Aviation Administration and the joint 
Federal Aviation Administration, Depart
ment of Defense and Department of Com
merce initiative designed to modernize the 
air traffic control system of the People's Re
public of China. 

Amendment No. 165: Restores House lan
guage deleted by the Senate which prohibits 
the use of funds in the Act to support Fed
eral Transit Administration's field oper
ations and oversight of the Washington Met
ropolitan Area Transit Authority in any lo
cation other than from the Washington, DC 
metropolitan area. 

Amendment No. 166: Restores House lan
guage deleted by the Senate which appro
priates $8,421,000 to the successor of the 
Interstate Commerce Commission and per
mits the collection of fees collected pursuant 
to 31 U.S.C. 9701. The conferees expect that 
the current level of user fees will continue to 
be collected throughout the fiscal year un
less changed by authorization. 

Amendment No. 167: Deletes language pro
posed by the Senate that provides for the re
distribution of funds originally provided for 
a project in West Calcasieu Parish, Louisi
ana to be available for a project in Lake 
Charles, Louisiana, and inserts language 
that limits the use of funds for improve
ments to the Miller Highway in New York 
City, New York. The House bill addressed 
this issue in amendment numbered 191. 

Amendment No. 168: Includes language pro
posed by the Senate that would require im
provements identified by section 1069(t) of 
Public Law 102-240 and funded pursuant to 
section 118(c)(2) of title 23, U.S.C. shall not 
be treated as an allocation for interstate 
maintenance. The House bill contained no 
similar provision. 

Amendment No. 169: Includes Senate lan
guage which requires the Secretary of Trans
portation to carry out research to identify 
successful telecommuting programs. The 
House bill contained no similar provision. 

Amendment No. 170: Includes Senate lan
guage which would exempt Indian Reserva
tion Roads from any reductions required pur
suant to section 1003 of Public Law 102-240. 
The House bill contained no similar provi
sion. 

Amendment No. 171: Deletes Senate provi
sion that would have allowed states to trade 
in unobligated balances of their federal-aid 
highway program, except for the congestion 
mitigation and air quality improvement pro
gram, to mitigate reductions pursuant to 
section 1003 of the Intermodal Surface Trans
portation Efficiency Act. The House bill con
tained no similar provision. 

Amendment No. 172: Deletes Senate provi
sion that would have allowed states to trade 
in unobligated balances of funds authorized 
or appropriated for highway demonstration 
projects to mitigate reductions pursuant to 
section 1003 of the Intermodal Surface Trans
portation Efficiency Act. The House bill con
tained no similar provision. 

Amendment No. 173: Deletes Senate provi
sion that would have established interstate 
compact infrastructure banks. The House 
bill contained no similar provision. 

Amendment No. 174: Retains, with amend
ment, language in the Senate bill requiring 
development of a new personnel management 
system for the Federal Aviation Administra
tion. The House bill contained no similar 
provisions. The conference agreement in
cludes the following changes to the Senate 
bill: (a) the official responsible for develop
ment and implementation of the new person
nel system is the FAA administrator, not 
the Secretary; and (b) the new system shall 
not waive current law relating to veterans' 
preference and unemployment compensation. 
The provision takes effeot on April 1, 1996, as 
proposed by the Senate. 

Management-labor relationship.-The con
ferees believe that a harmonious manage
ment-labor relationship within the FAA is 
important to the effectiveness and efficiency 
of the national airspace system. The con
ferees do not intend that the personnel man
agement reforms included in this bill force 
the disestablishment of any existing man
agement-labor agreement or lead to the dis
solution of any union currently representing 
FAA employees. Instead, the conference 
agreement provides the administrator of the 
FAA flexibility to redefine the management
labor relationship to the benefit of the agen
cy and all of its employees. 

Administrator's working group.-The con
ferees have included bill language which re
quires the FAA to develop new personnel and 
procurement reform plans, with the goal of 
accelerating the modernization of the FAA 
in the most efficient and cost-effective man
ner. The conferees believe the success of this 
plan will, in part, depend upon the assistance 
of the entire aviation community. The con
ferees would like to see high level input from 
the aviation community. The conferees 
therefore strongly recommend that the ad
ministrator consult with the widest array of 
interested parties in developing the new per
sonnel and procurement systems. The admin
istrator should consider establishing a work
ing group to assist his efforts. The working 
group could include, but not be limited to, 
representatives from the air carriers, general 
and business aviation, airports, aircraft 
manufacturers, airline and FAA employees, 
and the Office of the Secretary of Defense. 

Amendment No. 175: Retains, with amend
ment, language in the Senate bill requiring 
development of a new acquisition manage
ment system for the Federal Aviation Ad
ministration. The House bill contained no 

similar provisions. The conference agree
ment changes the official responsible for de
velopment and implementation of the new 
acquisition system to the FAA adminis
trator, not the Secretary. The provision 
takes effect on April 1, 1996, as proposed by 
the Senate. 

Amendment No. 176: Reduces bonuses and 
cash awards for Department of Transpor
tation employees by $752,852 as proposed by 
the Senate. The House bill included no simi
lar provision. 

Amendment No. 177: Limits funds for De
partment of Transportation advisory com
mittees to $850,000 as proposed by the Sen
ate. The House bill contained no similar pro
vision. 

Amendment No. 178: Includes provision 
that enables the Secretary of Transportation 
to enforce and continue in effect the exemp
tion provisions of the Motor Vehicle Infor
mation and Cost Savings Act. The House bill 
contains no similar provision. 

Amendment No. 179: Provides that the 
FAA Technical Center in Pomona, New Jer
sey be designated as the "William J. Hughes 
Technical Center", as proposed by the Sen
ate. The House bill contained no similar pro
vision. 

Amendment No. 180: Provides that no funds 
may be used to close Coast Guard small boat 
stations or subunits, and allows flexibility 
for the Secretary to implement system-wide 
management efficiencies, as proposed by the 
Senate. The House bill contained no similar 
provision. The conferees support Coast 
Guard downsizing and streamlining efforts in 
general, but find that in this instance the 
Coast Guard's methodology failed to fairly 
consider distinctions between small boat sta
tions, such as water temperature and sur
vival time, leading ultimately to a proposal 
which lacked critical justification. 

Amendment No. 181: Deletes Senate lan
guage that would redistribute funds made 
available for obligation authorized by item 
21 of the table in section 1105(f) of Public 
Law 102-240 to carry out additional surface 
transportation projects in Louisiana. The 
House bill contained no similar provision. 

Amendment No. 182: Includes Senate lan
guage that provides for the transfer of cer
tain federal property in Hoboken, New Jer
sey. The House bill contained no similar pro
vision. 

Amendment No. 183: Deletes Senate lan
guage which requires a five percent reduc
tion from fiscal year 1995 levels in the energy 
costs of federal facilities used by agencies 
funded in this Act. The conferees are aware 
that this issue will be addressed government
wide by the Treasury, Postal Service and 
General Government Appropriations Act, 
1996. 

Amendment No. 184: Deletes language pro
posed by the Senate requiring the Secretary 
of Transportation to conduct a study of com
petition and air fares in rural aviation mar
kets in the United States. 

Amendment No. 185: Includes Senate lan
guage that would provide $1,000,000 to estab
lish and operate the Railroad Safety Insti
tute. The House bill contained no similar 
provision. The conference agreement also ad
dresses this issue under amendment num
bered 6. 

Amendment No. 186: Retains language pro
posed by the Senate expressing the sense of 
the Senate regarding a dispute between the 
United States and Japan over implementa
tion of the current U.S./Japan bilateral avia
tion agreement. The House bill contained no 
similar provision. 
' Amendment No. 187: Includes Senate lan

guage which modifies provisions of section 



28768 CONGRESSIONAL RECORD-HOUSE October 20, 1995 
339 of the Department of Transportation and 
Related Agencies Appropriations Act, 1993 
(Public Law 102-388). The House bill included 
no similar provision. 

Amendment No. 188: Deletes Senate provi
sion that repeals section 404 of 23 U.S.C. and 
inserts language that waives the freight ton
nage limit for rail lines benefiting from the 
Local Rail Freight Assistance (LRF A) pro
gram for a project near Wahpeton, North Da
kota. The funds are proceeds from LRF A 
loans that have been repaid to the State. Ap
proximately $2,300,000 may be used for the 
partial cost of a privately owned rail spur, 
siding, and loading facility. 

Amendment No. 189: Includes Senate lan
guage that would have delayed the restric
tion on the availability of certain highway 
funds and designated the National Highway 
System. The House bill contained no similar 
provision. 

TITLE IV 

Amendment No. 190: Restores House lan
guage de_leted by the Senate which provides 
for mandatory standards and procedures gov
erning arbitrators and arbitration of labor 
disputes in the Washington, DC area. 

TITLE V 

Amendment No. 191: Deletes title V of the 
House bill which restricts the use of funds 
for improvements to the Miller Highway in 
New York City, New York. This prohibition 
is included under amendment numbered 167. 

CONFERENCE TOT AL-WITH COMP ARI SONS 

The total new budget (obligational) au
thority for the fiscal year 1996 recommended 
by the Cammi ttee of Conference, with com
parisons to the fiscal year 1995 amount, the 
1996 budget estimates, and the House and 
Senate bills for 1996 follow: 

New budget (obligational) 
authority, fiscal year 
1995 ································· 

Budget estimates of new 
(obligational) authority, 
fiscal year 1996 ............... . 

House bill, fiscal year 1996 
Senate bill, fiscal year 1996 
Conference agreement, fis-

cal year 1996 ................... . 
Conference agreement 

compared with: .............. . 
New budget 

(obligational) author-
ity, fiscal year 1995 ..... . 

Budget estimates of new 
(obligational) author-
ity, fiscal year 1996 ..... . 

House bill, fiscal year 
1996 ······························ 

Senate bill, fiscal year 
1996 ............................. . 

$14,214,401,000 

35,468,964,831 
12,810, 725,806 
12,613,811,567 

12,680,532,831 

-1,533,868,169 

-22,788,432,000 

-130,192,975 

+66, 721,264 
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TITLE I· DEPARTMENT OF TRANSPORTATION 

Office of the Secretary 

Salaries and expenses ....................................................................... . 
Immediate Office of the Secretary ................................................ .. 
Immediate Office of the Deputy Secretary ................................... .. 
Office of t"e General Counsel ...................................................... .. 
Office of the Assistant Secretary for Tranaportatlon Polley ........... . 
C .. lee of the Assistant Secretary for Aviation ane lntematlonal 

Affairs .......................................................................................... .. 
Office of the Assistant Secretary for Budget and Programs .......... . 
Office of the Assistant Secretary for GOllemmental Alfll.lrs ............ . 
Office of the Assistant Secretary for Administration ...................... . 
Office of r ;.iblle Affairs .................................................................... . 
Executive Secretariat .................................................................... .. 
Contract Appeal• Board .............................................................. .. 
Office of .:::1v11 Rights ....................................................................... . 
Office of Small and Disadvantaged Bualnes1 Utlllzatlon ............. .. 
Minority Business Resource Center ............................................. .. 
Office of lntelllgenee and Security.......... . ................................. . 
Office of lntermodallsm ........................... ..................................... .. 
Undistributed ................................................................................. . 

Officr: of civil rights ............................................................................. . 
Transportation planning, research, and d-lopment ...................... . 
Office of Commercial Space Transportation: Operations and 

Research .......................................................................................... . 
Working capital fund .......................................................................... . 
Payments to air carriers (Airport and Airway Trust Fund): 

(Liquidation of contract authorization) .......................................... . 
(Limitation on obllgatlon1) ............................................................ .. 
Reaclsalon of contract authority .................................................... . 
Reaclsalon ..................................................................................... .. 

Rental payments ............................................................................... .. 
Headquarters faellltlet ....................................................................... . 
Minority buslnesa ret0uree center program ..................................... .. 

(Limitation on dl1'9Ct loan•) ............................................................ . 

Minority business outreach .............................................................. .. 
ICC Sunset ........................................................................................ .. 
State lnfrastrt•cture Banks (sec. 349) ................................................. . 

Total, Office of the Secretary ....................................................... . 
(Umlt~tlons on obligations) .................................................... .. 

Total budgetary reaourees .................................................. .. 

Coast Guard 
Operating expenses ........................................................................... . 

Aequ:tltlon, construction, and lmpr011ement1: 
v-11 ........................................................................................... . 
Aircraft ............................................................................................ . 
Other equipment ............................................................................ . 
Shore faellltlet and aids to navigation .......................................... .. 
Personnel and related support ...................................................... . 

Subtotal, A C & ! ........................................................................... . 

Environmental compliance and restoration ...................................... . 
Port Safety 0-lopment .................................................................. .. 
Alteration of bridges ........................................................................... . 
Retired pay ........................................................................................ .. 
Rese!\19 training ................................................................................ .. 
Research, d-lopment, test, and evaluation .................................. .. 
Boat aafety (Aquatic Resources Trust Fund) .................................... .. 
Emergency Fund (Oil Spill Liability Trust Fund) plmltatlon of 

permanent appropriation) ............................................................... . 

Total, Coast Guard ...................................................................... .. 

Federal Aviation Administration 

Operations ......................................................................................... . 
Faellltlea and equipment (Airport and AJrM.y Trutt Fund) ............... .. 

Ae9elssk. 1 ..................................................................................... .. 

FY 1995 
Enacted 

58,094,000 
(1,220,000) 

(583,000) 
(7,878,000) 
(2,309,000) 

(7,887,000) 
(4,400,000) 
(2,250,000) 

(22,425,000) 
(1,380,000) 

(932,000) 
(830,000) 

(1,779,000) 
(938,000) 

(4,000,000) 
(800,000) 

(1,000,000) 
(·2,313,000) 

8,293,000 

6,080,000 
(93,000,000) 

(33,423,000) 
(33,423,000) 
(-4,000,000) 

144,419,000 

1,900,000 
(1 l!,000,000) 

218,768,000 
(33,423,000) 

(252, 189,000) 

2,&98,000,000 

187,900,000 
11,800,000 
29,700,000 
89,~.ooo 

44,200,000 

382,950,000 

23,500,000 

!562,585,000 
84,981,000 
20,310,000 
25,000,000 

.............................. 
3,857,326,000 

4.~.394,000 
2,087,489,000 

(·35,000,000) 

FY 1996 
Estimate 

57,459,000 

12,793,000 
15,710,000 

.............................. 
(104,364,000) 

............................. 

............................. 
(·38,800,000) 

(-6,788,971) 
143,438,000 
331,000,000 

1,900,000 
(15,000,000I 

2,900,000 
4,705,000 

............................. 

589,903,000 

(589,803,000) 

2,818,3111,000 

203, 700,000 
19,500,000 
08,300,000 
111,800,000 
48,900,000 

428,200,000 

25,000,000 

2,000,000 
582,022,000 

84,859,000 
22,500,000 

............................. 
3, 7 42,897,000 

4, 704,000,000 
1,917,847,000 

............................. 

House 

55,011,500 

8,554,000 
3,309,000 

.............................. 
(102,231,000) 

(15,000,000) 
(15,000,000) 

(·23,800,000) 
(-6,788,971) 

130,803,000 
.............................. 

1,900,000 
(15,000,000) 

2,900,000 
.............................. 
.............................. 

200,477,500 
(15,000,000) 

(215,477,500) 

2,585,807 ,000 

181,200,000 
18,500,000 
42,200,000 
82,275,000 
43,000,000 

375, 175,000 

21 ,000,000 

18,000,000 
582,022,000 

81,859,000 
18,500,000 
20,000,000 

(3,000,000) 

3,880, 183,000 

4,600,000,000 
2,000,000,000 

(-tl0,000,000) 

Senate 

58,500,000 

12,083,000 
9,710,000 

............................. 
(104,384,000) 

(28,738,538) 
(28, 738,538) 

(·11,881,484) 
(-6,788,971) 

139,889,000 
............................. 

1,900,000 
(15,000,000) 

2,100,000 
4,705,000 

250,000,000 

478,687,000 
(28,738,538) 

(503,425,538) 

2,288,000,000 

178,000,000 
14,500,000 
47,800,000 
80,200,000 
48,500,000 

388,800,000 

21,000,000 
15,000,000 
2,000,000 

582,022,000 
82,000,000 
20,000,000 

............................. 
3,354,822,000 

4,550,000,000 
1,890,377,000 

(· 70,000,000) 

Conference 

58,189,000 

8,554,000 
8,220,000 

. ............................. 
(103, 149,000) 

(22,800,000) 
(22,800,000) 

(· 18,000,000) 
(-6,788,971) 

135,200,000 
............................... 

1,900,000 
(15,000,000) 

2,900,000 
. ............................. 
. ............................. 

210,963,000 
(22,800,000) 

(233,583,000) 

2,278,1111,000 

187,800,000 
12,000,000 
48,200,000 
88,875,000 
44,700,000 

382,375,000 

21,000,000 
15,000,000 
18,000,000 

582,022,000 
82,000,000 
18,000,000 
20,000,000 

. ............................. 
3,375,388,000 

4,845,712,000 
1,934,883,000 

(-tl0,000,000) 

28769 
Ccnference 

compared wtth 
~nacted 

·1,905,000 
(·1 ,220,000) 

( 583,000) 
(·1 .878,000) 
(·:C ,308,000) 

(·1,887,000) 
(·•(/00,000) 
(-i,250,000) 

(-~.425,000) 
(· 1,380,000) 

(·932,000) 
l-e30,000) 

(·1,718,000) 
1·938,000) 

1~.000.000) 
~-800,000) 

(· 1,000,000) 
(+£,313,000) 
+E..,554,000 

·73,000 

-t.,080,000 
(+1Cl,149,000) 

(·H ·,823,000) 
(· 10,823,000) 
(· 12,000,000) 

(-t.i,788,971) 
·1:1,219,000 

+2,900,000 

-7,803,000 
(· 10,823,000) 

(· 18,828,000) 

·31i,008,000 

·2C,300,000 
+200,000 

+ 1,1,500,000 
-475,000 

1· 500,000 

-575,000 

-~,500,000 

+ 1t.,ooo,ooo 
+ 1~.000.000 
+ H',437,000 

·",981,000 
-~.310,000 

·5,000,000 

. ............................ 
------

·28. ,I 38,000 

+50,318,000 
• 18:!,808,000 
(·2" ;,000,000, 
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Research, engineering, and development v-irport and Airway Trust 
Fund) ................................................................................................ . 

Grants-in-aid for airports (Airport and Airway Trust Fund): 
(Liquidation of contract authorization) .•.....•.•...................•••••.•••••... 
(Limitation on obllgatlon1) ............................................................. . 
Rescission of contract authority .................................................... . 
Rescission of contract authority (sec:. 349 j ) ................................ . 

Aircraft purchase loan guarantee program ....................................... . 
(Limitation on borrowtng authority) ............................................... . 

Total, Federal Aviation Administration ......................................... . 
(Limitations on obllgatlon1) .................................................... .. 

Total budgetary retOUree9 ................................................... . 

Unified transportation Infrastructure lnYntment program plmltatlon 
on obllgatlon1) ................................................................................. . 

Total budgetary retOUree9 .................................................. . 

Federal Highway Administration 

Limitation on general operating expen-........................................ . 
Highway-related safety grants (Highway Trust Fund): 

(Liquidation of contract authorization) ......................................... .. 
(Limitation on obligations) ............................................................ .. 
Resclsslo •• of contract authority ................................................... .. 

Fedf'ral-ald highways (Highway Trust Fund): 
1umltatlon on obligations) ............................................................. . 
(Exempt obligations) ...................................................................... . 
(Liquidation of contl'lld authorization) .......................................... . 

Rlght.of-y ntYOlvlng fund (Highway Trust Fund) plmltatlon on 
direct loan•) .................................................................................... .. 

Motor carrier safety grants (Highway Trust Fund): 
(Liquidation of contract authorization) ........................................ .. 
(Limitation on obllgatlona) ............................................................ .. 

Surface transportation projects ......................................................... . 
Rescission ..................................................................................... .. 

High priority corridor (sec. 314A ) ..................................................... . 
Orange County, CA toll road project (sec:. 336 a) ........................... . 

Total, Federal Highway Administration ....................................... .. 
(Limitations on obllgatlon1) .................................................... .. 
(Exempt obligations) ............................................................... .. 

Total budgetary resources .................................................. .. 

Unified transportation Infrastructure Investment program plmltatlon 

FY 1995 
Enacted 

259,192,000 

(1,500,000,000) 
(1,450,000,000) 

148,000 
(9,970,000) 

6,942,223,000 
(1,450,000,000) 

(8,382,223,000) 

(8,382,223,000) 

~,341,000) 

(10,800,000) 
(10,800,000) 

(-20,000,000) 

(17, 180,000,000) 
(2,297,701,000) 

(17,000,000,000) 

(42,500,000) 

(73,000,000) 
(74,000,000) 

352,055,000 
(-12,004,000) 

6,000,000 
8,000,000 

366,055,000 
(17 ,244,800,000) 

(2,297,701,000) 

(19,878,~,000) 

on obllgatlon1) .................................................................................. .. .......................... .. 

Total budgetary retOUree9 ................................................... . 

Nadonal Highway Traffic Safety Administration 

Op . 4tlon1 and research ............................................. . ................... . 
Rescissions .................................................................................... . 

Operations and research (Highway Trust Fund} .............................. .. 

Subtotal, Operations and reaearch .............................................. . 

Highway traffic salety grants (Highway Trust Fund): 
(Liquidation of contract authorization) ......................................... . 
State and community highway safety grants (Sec. 402) plmltatlon 

on obllgatlons) ...•...............•..........•...••....•....•................................ 
National Driver Register (Sec. 402) plmltatlon on obligation•) ..•..• 
Alcohol-Impaired d:ivlng countermeasures programs (Sec. 410) 

plmltatlon on obllgatlon1) .................. . ................................. . 

Total, National Highway Traffic Safety Admlnlalratlon •.•..•••••.••.. 
(Limitations on obllgatlons) ................................................... . 

Total budgetary reaouree9 ................................................. . 

(18,171,508,000) 

79,5!58,000 
.............................. 

46,997,000 

129,SS3,000 

(151,000,000) 

(123,000,000) 
(3,400,000) 

(2S,000,000) 

129,SS3,000 
(151,400,000) 

(277,953,000) 

FY 1998 
Estimate 

297,661,000 

(1,500,000,000) 
(1,500,000,000) 

............................. 

............................. 
50,000 

(1,600,000) 

6,889,SSB,OOO 
(1,500,000,000) 

(8,388,558,000) 

(-1,500,000,000) 

(6,889,558,000) 

(689,486,000) 

(10,000,000) 
(10,000,000) 

............................. 

(20,2S4,255,000) 
(80,000,000) 

(19,200,000,000) 

............................. 
(68,000,000) 
(SS,000,000) 

............................. 

............................. 

............................. 

............................. 

............................. 
(20,349,25S,OOO) 

(80,000,000) 

(20,429,25S,OOO) 

(·20, 134,25S,OOO) 

(280,000,00CJI 

84,!598,000 
............................. 

!59,744,000 

144,342,000 

(180,000,000) 

(188,800,000) 
(2,400,000) 

(2S,000,000) 

144,342,000 
(196,000,000) 

(340,342,000) 

Houae 

143,000,000 

(1,500,000,000) 
(1,800,000,000) 

.............................. 

.............................. 
!50,000 

(1,600,000) 

6, 7 43,0S0,000 
(1,800,000,000) 

. ............................. 
(8,343,0SO,OOO) 

(4815,381,000) 

(10,000,000) 
(10,000,000) 

.............................. 
(18,000,000,000) 

(2,311,932,000) 
(19,200,000,000) 

.............................. 
(18,000,000) 
(79, 1 !I0,000) 

.............................. 

. ............................. 

....................... ...... 

. ............................. 

.............................. 
(18,089, 150,000) 

(2,311,932,000) 

(20,401,082,000) 

73,316,570 
(-4,S..7, 185) 
S2,011,930 

125,328,500 

(1 Sl,400,000) 

(129,000,000) 
(2,400,000) 

(2S,000,000) 

125,328,500 
(1 Sl,400,000) 

(278,728,500) 

Senate 

21S,886,000 

(1,500,000,000) 
(1,250,000,000) 

·S,000,000 
-250,000,000 

50,000 
(1,800,000) 

6,666,313,000 
(1,250,000,000) 

(7,806,313,000) 

............................. 

(7,906,313,000) 

(548,434,000) 

(13,000,000) 
(13,000,000) 

.. ........................... 

(17 ,000,000,000) 
(2,331,!507 ,000) 

(19,200,000,000) 

............................. 
(68,000,000) 
(75,000,000) 

39,500,000 
............................. 
. ............................ 
............................. 

39,500,000 
(17 ,088,000,000) 

(2,331,507 ,000) 

(18,4!59,007 ,000) 

71,291,000 
............................. 

!50,344,000 

121,605,000 

(1M, 100,000) 

(128,000,000) 
(2, 100,000) 

(2S,000,000) 

121,605,000 
(1M,100,000) 

(271, 70!5,000) 

October 20, 1995 

Conference 

1 SS,698,000 

(1,500,000,000) 
(1,450,000,000) 

.............................. 

. ............................. 
!50,000 

(1,800,000) 

6,768,343,000 
(1,450,000,000) 

(8,211,343,000) 

.............................. 

(8,216,343,000) 

(509,680,000) 

(11,000,000) 
(11,000,000) 

.............................. 
(17,!5!50,000,000) 

(2,331,!507,000) 
(11,200,000,000) 

.............................. 

(68,000,000) 
(77 ,22S,OOO) 

. ............................. 

.............................. 

.............................. 

.............................. 

. ............................. 
(17,638,22S,OOO) 

(2,331,507,000) 

(19,1169, 732,000) 

(19,8'8,732,00CJI 

73,316,S70 

······························ 
151,884,430 

125,201,000 

(1M,100,000) 

(127,700,000) 
(2,400,000) 

(2S,OOO,OOO) 

125,201,000 
(1M, 100,000) 

(280,301,000) 

Conference 
compared with 

enacted 

-73, 494,000 

······ ······ · ···~ · · ······ · · ··· .............................. 
. ............................. 
.............................. 

-98,000 
(-8,370,000) 

-175,880,000 

(-175,880,000) 

(-m .880,000) 

(·1S 61U,OOO) 

(i200,000) 
(1200,000) 

(+2C 000,000) 

( + 390,000,000) 
( + 63,806,000) 

(+2,200.C.00,000) 

(-!! ,000,000) 
( + 3,22S,OOO) 

-352,055,000 
( + 12,004,000) 

-6,000,000 
-8,000,()()(l 

-366,055,000 
( + 393,425,000) 

(+63,806,000) 

(+91 H6,000) 

(+11 .171,000) 

-8,239,430 

······························ 
+4,t'87,430 

-1,352,000 

(+4,100,000) 

(+4,700,000) 
(-1,000,000) 

. ............................. 
-1,3S2,000 

( +3,700,000) 

( + 2,348,000) 
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Federal Railroad Administration 

Office of the Administrator ................................................................. . 
(By transfer) .............. ...................................................................... . 

local rail freight assistance ............................................................... . 
Rescission ...................................................................................... . 

Railroad tafc...y ..... ..... ......... ................................................................ . 
Rallr<'ad research and development ............................ . .................. . 
Non.1eut eorrldor Improvement program ........................................ .. 
Ne><t generation high speed rail ....................................................... .. 
Trust fund share of ne><t generation high speed rail (Highway Trust 

Fund): 
(liquidation of contract authorization) ......................................... .. 
(Umltatlon on obligations) ............................................................ .. 

Aluka Railroad rehabilitation ........................................................... . 
PennfYlvanla atatlon red-lopment project .................................... . 

Reselulon ...................................................................................... . 
Rhode Island Rall Development ....................................................... .. 

Grants to the National Railroad Passenger C'.orporatlon: 
Operations ............................................ .. ................................... . 

Transition costs ......................................................................... .. 
Car>ltal ............................................................................................ . 
long-term restructuring transition ................................................. . 

Total, Grants to the National Railroad Pauenger Corporation 

Total, Federal Aallroad Administration ...................................... . 
(Umltatlon1 on obligations) ................................................... . 

Total budgetary resources ................................................. . 

Unified transportation infrastructure Investment program ............... .. 

Total budgetary resourcn ................................................ .. 

Federal Transit Administration 

Administrative expenses ................................................................... .. 
Formula grants. ................................................................................. .. 

Operating assistance grants .......................................................... . 
Formula grants (Highway Trust Fund) (limitation c.1 obligations) .... . 
University tn1'1SpOrtatlon centers ...................................................... .. 

Tran11t planning and reaearch ........................................................... . 
Metropolitan planning program ..................................................... . 
Rural transit assistance program............. .. ............................. .. 
Transit cooperative research program ...... ................................... .. 
National TPR program ................................................................... . 
Stat i TPR program ....................................................................... .. 
National tr81191t Institute ................................................................. . 

Subtotal, Transit planning and -.reh ..................................... . 

Trull fund IMre of expen191 (Highway Trult Fund) (liquidation or 
contract authorization) ..................................................................... . 

Discretionary 9'1111t1 ........................................................................... . 
Diaeretlonary grants (Highway Trust Fund) (limitation on obUg): 

Fixed guld-y modernization ..................................................... . 
But and bus-related facllltin ........................................................ . 
New starts ....................................................................................... . 

Subtotal, Cli9eretlonary grant• ..................................................... . 

Mus tran1it capital fund (Highway Trust Fund) (liquidation of 
contract authorization) .................................................................... .. 

Interstate transfer grants • transit ...................................................... .. 
Wahington Metropolitan Ania Transit Authot1ty .............................. . 
Violent crime reduction program (Violent Crime Tnm Fund) .......... .. 

Total, Federal Tran11t Administration .......................................... .. 
{limitations on obllgatlon1) ..................................................... . 

Tot.., budgetary r990Un:el ................................................... . 

FY 1995 
Enacted 

13,090,000 
(611,950) 

17,000,000 
(-6,563,000) 
47,729,000 
20,500,000 

200,000,000 
20,000,000 

(3,400,000) 
(!5,000,000) 

.............................. 
40,000,000 

(·40,000,000) 
!5,000,000 

!542,000,000 
.............................. 

2!51,500,000 
.............................. 

793,500,000 

1, 156,819,000 
~.000,000) 

{1,161,819,000) 

(1, 181,819,000) 

43,060,000 
840,000,000 
710,000,000 

(1,150,000,000) 
6,000,000 

92,2!50,000 

(92,2!50,000) 

(1, 1!50,000,000) 

(72!5,000,000) 
(3!53,330,000) 
(848,870,000) 

(1, 72!5,000,000) 

(1,500,000,000) 
48,030,000 

200,000,000 
.............................. 

1, 739,340,000 
(2,87!5,000,000) 

{4,814,340,000) 

FY 1996 
Estimate 

17,370,000 
............................. 
............................. 
............................. 

!51,104,000 
48,947,000 

23!5,000,000 
30,000,000 

(7, 118,000) 
(!5,000,000) 

............................. 
ll0,000,000 

............................. 
10,000,000 

420,000,000 
•• •••••• • •••••••0•0000000000 

230,000,000 
100,000,000 

750,000,000 

1, 192,421,000 
(!5,000,000) 

{1,197,421,000) 

• 1,04!5,000,000 

(1!12,421,000) 

44,202,000 
1,244,200,000 

500,000,000 
(1,120,850,000) 

8,000,000 

100,027,000 
(41,512,!500) 

(4,812,!500) 
{8,47!5,000) 

(33,952,000) 
(8,47!5,000) 
(3,000,000) 

(100,027,000) 

{1, 120,8!50,000) 
!59,944,000 

{724,978,000) 
(274,982,000) 
(724,978,000) 

{1. 724,944,000) 

{1,700,000,000) 
............................. 

200,000,000 
5,000,000 

2, 1!59,373,000 
(2,84!5, 794,000) 

~.00'5, 187,ooot 

House 

14,000,000 
.............................. 
.............................. 
.............................. 

49,940,660 
21,000,000 

100,000,000 
10,000,000 

~.000,000) 
(!5,000,000) 

.. ............................ 

.............................. 

.............................. 

.............................. 

336,000,000 
82,000,000 

230,000,000 
. ............................. 

828,000,000 

822,940,680 
(!5,000,000) 

(827,940,680) 

.............................. 

(827,940,880) 

39,260,000 
490,000,000 
400,000,000 

{1, 110,000,000) 
8,000,000 

82,2!50,000 
(39,438,2!50) 

(4,381,250) 
(8,0!51 ,2!50) 

{19,480,000) 
(8,0!51,2!50) 
(2,8!50,000) 

(82,2!50,000) 

(1, 120,8!50,000) 
.............................. 

(888,000,000) 
(333,000,000) 
(9811,000,000) 

{1,86!5,000,000) 

(2,000,000,000) 
.............................. 

200,000,000 
. ............................. 

1,217,!510,000 
(2,77!5,000,000) 

(3,882,!510,ooot 

Senate 

14,018,000 
. ............................ 
............................. 
............................. 

49, 10!5,000 
2!5,77!5,000 

130,000,000 
20,000,000 

~.000,000) 
~.000,000) 
10,000,000 
215,000,000 

............................. 
2,000,000 

30!5,000,000 
100,000,000 
200,000,000 

............................. 

60!5,000,000 

880,898,000 
(!5,000,000) 

(88!5,898,000) 

............................. 

{88!5,898,000) 

42,000,000 
!585,000,000 
400,000,000 

{1, 120,850,000) 
6,000,000 

90,000,000 
(40,500,000) 

(4,500,000) 
{8,2!50,000) 

(2!5,500,000) 
(8,250,000) 
(3,000,000) 

(90,000,000) 

(1, 120,8!50,000) 
. ............................ 

(888,000,000) 
(333,000,000) 
(666,000,000) 

(1,685,000,000) 

{1. 700,000,000) 
............................. 

170,000,000 
............................. 

1,293,000,000 
(2, 78!5,8!50,000) 

(4,078,8!50,000) 

Conference 

14,018,000 
.............................. 
.. ............................ 
. ............................. 

49,919,000 
24,!5!50,000 

11 !5,000,000 
19,20!5,000 

(7, 118,000) 
~.000,000) 
10,000,000 

.............................. 

.............................. 
1,000,000 

30!5,000,000 
100,000,000 
230,000,000 

.. ............................ 
63!5,000,000 

868,692,000 
(!5,000,000) 

(873,692,000) 

.............................. 

(873,682,000) 

42,000,000 
!542,925,000 
400,000,000 

(1,110,000,000) 
8,000,000 

8!5,500,000 
(39,500,000) 

(4,500,000) 
(8,2!50,000) 

(22,000,000) 
(8,2!50,000) 
(3,000,000) 

(8!5,ll00,000) 

{1. 120,8!50,000) 
.............................. 

(888,000,000) 
(333,000,000) 
(666,000,000) 

(1,86!5,000,000) 

(2,000,000,000) 
................................ 

200,000,000 
.............................. 

1,276,42!5,000 
(2,77!5,000,000) 

(4,0!51 ,420,ooot 

28771 
Conference 

comparod with 
enacted 

+9'.?8,000 
{·611,950) 

-17.000,000 
(+6 563,000) 
+2.190,000 
+4,050,000 
-8!5,000,000 

·795,000 

(+3,718,000) 
.. ............................ 

+ 10,000,000 
·'40,000,000 

( + 40,000,000) 
-<4,000,000 

·237,000,000 
+ 100,000,000 

·21,500,000 
.............................. 

·1!58,500,000 

=.===:: 
-286, 127,000 

. ............................. 

{·288, 127,000) 

.............................. 

(·288, 127,000) 

·1,060,000 
·97,075,000 

·310,000,000 
{·40,000,000) 

.............................. 
-e,7!50,000 

( + 39,500,000) 
(+4,500,000) 
( + 8,2!50,000) 

( + 22,000,000) 
( + 8,2!50,000) 
( + 3,000,000} 

{-e, 7!50,000) 

(·29, 150,000) 
. ............................. 

(·!59,000,000) 
(·20,330,000) 

{+19,330,000) 

(-60,000,000) 

(+500,000,000) 
-48030,000 

-482 ,91!5,000 
(· 100 ,000,000) 

(~ ,915,000) 
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Unified transportation Infrastructure ln\lellment program ............... .. 
(Limitation on obligations) ............................................................. . 

Total budgetaiy resources ••••..•........•..•.•.••••••••.•.•......•........... 

Saint Lawrence Seaway Dewlopment Corporation 

Operations and maintenance (Harbor Maintenance Trust Fund) •.•••• 

Research and Special Programs Administration 

Research and special programs •. ..•..•....•.•.......•.••...••........•..••••••••.....•• 
Hazardous materlal1 safety ........................................................... . 
Aviation Information management ••..•••.•••••.••.••.••••••.•••..•...•.•••.•••••.• 
Emergency transportation ............................................................. . 
Research and technology ............................................................. . 
Program and admlni.tratlve support ............................................. . 
Accountwlde adjustment ............................................................... . 

Subtotal, ntHarch and special programs .................................. .. 

Pipeline safety (Pipeline Safety Fund) ............................................. .. 
Pipeline safety (Oil Spill Uablllty Trust Fund) .................................... . 

FY 1995 
Enacted 

(4,614,340,000) 

10,251,000 

26,238,000 
(12,897,000) 

(2,453,000) 
(1,326,000) 
(2,530,000) 
(7,032,000) 

(26,238,000) 

34,991,500 
2,432,500 

FY 1996 
Estimate 

·2, 154,373,000 
(-2, 785,850,000) 

(84,944,000) 

10,243,000 

31,862,000 
(12, 782,000) 

(2,282,000) 
(1,301,000) 
{7,804,000) 
(7 ,883,000) 

(31,862,000) 

39,720,000 
2,898,000 

House 

(3,992,510,000) 

10,190,500 

26,030,000 
(12,600,000) 

(2,322,000) 
(1,086,000) 
(3,209,000) 
{7,394,000) 

(-581,000) 

(26,030,000) 

27,243,000 
2,898,000 

Senate 

(4,078,SSO,OOO) 

10,150,000 

24,281,000 
(12,987,000) 

............................. 
(882,000) 

(3,451,000) 
(7,292,000) 
(""11,000) 

(24,281,000) 

30,275,000 
2,898,000 

October 20, 1995 

Conference 

(4,051,425,000) 

10,150,000 

23,937,000 
(12,SS0,000) 

.............................. 
(1,022,000) 
(3,288,000) 
(7 ,388,000) 
(·411,000) 

(23,937,000) 

28,750,000 
2,898,000 

Conference 
compared wtth 

enacted 

(·562,915,000) 

·101,000 

·2,301,000 
(-247,000) 

(·2,453,000) 
(·304,000) 

(+758,000) 
( + 3!58,000) 
(""11,000) 

(·2 301,000) 

~ 241,500 
t2'l5,500 

Subtotal, Pipeline safety ............................................................. .. 37,424,000 

{·544,000) 

42,418,000 29,941,000 32,973,000 31,448,000 -5,978,000 

(t544,000) Alaska Pipeline task Force (011 Spill Uablllty Trull Fund) (rescission) 
Emergency preparedness grants: 

(Emergen .. y preparedness fund) ................................................... . 
(ll"Tiltatlon on obligations)....................................... . ••.•••.••••••.....• 

Total, Rnearch and Special Programs Administration .............. .. 
(Limitations on obligations) ..................................................... . 

Totr• budgetaiy resources ................................................... . 

Office of Inspector General 

Salaries and expenses ....................................................................... . 

Bureau of Transportation Statistics 

Salaries and expenses ....................................................................... . 

General Provisions 

Administrative provision: Procurement (sec. 323a) .......................... . 
Bureau of Transportation Statistics (transfer frorr Federal-aid 

Highways) ........................................................................................ . 
Federal railroad transfer (sec. 341) .................................................... . 
Federal-aid highways (sec. 310 (el) .................................................. . 
Working capital fund reduction (sec. 327) •..•.•..•.•.•••.••.•••.•••.•.•...••.••.•• 
DOT field office consolidation (sec. 33!5) .......................................... . 
ICC transition (sec. 342) ................................................................... .. 

T ital, title I, Department of Transportation (net) •••• • .................. . 
Appropriations .................................................................... .. 
Reaclnlon1 .......................................................................... . 

(Limitations on obligations) ..................................................... . 
(Exempt obligations) ............................................................... .. 

Total budgetary resources lncludlng ~Imitations on 
obllgatlon1 and (exempt obllgatlon1) ............................. . 

Adjustments made for unified program ............................................. . 
(Limitation on obllgallona) ............................................................. . 

Unified transportation lnfrutructur9 lnveat program ......................... . 

Total budgetary nl90Urcet ................................................... . 

400,000 
(10,800,000) 

84,082,000 
(10,800,000) 

(74,862,000) 

40,000,000 

-88, 120,000 

(15,000,000) 
3,000,000 

.............................. 
·7,000,000 

.............................. 

.............................. 

14, 134, 184,000 
(14,252,275,000) 

(·118,111,0CO) 
121,no,423,000) 

(2,267,701,000) 

(38, 172,288,000) 

.............................. 

.............................. 

.............................. 
(38, 172,288,000) 

400,000 400,000 
(11,338,000) (8,890,000) 

74,480,000 158,371,000 
(11 ,338,000) (8,890,000) 

(85,818,000) (65,261,000) 

40,238,000 40,238,000 

.............................. .............................. 

(20,000,000) (20,000,000) 
............................. .............................. 

·874,341,000 .............................. 
............................. ·10,000,000 
............................. ·25,000,000 
............................. 8,421,000 

14,203,727,028 12,754,758,oo.4 
(14,249, 114,000) (12,849,690, 180) 

(-48,386,971) (·94,934, 156) 
(24,907 ,387,000) (22,848,440,000) 

(80,000,000) (2,311 ,932,000) 

(38, 1111,114,029) (37,713, 128,oo.4) 

·3, 11111,373,000 .............................. 
(·24,420, 10!5,000) . ............................. 

24,392,978,000 . ............................. 
(39, 183,985,029) (37,713, 128,oo.4) 

400,000 400,000 .............................. 
(9,200,000) (8,890,000) (·1,910,000) 

87,8154,000 85,785,000 ~.2n,ooo 

(8,200,000) (8,880,000) (·1,£10,000) 

(88,854,000) (64,675,000) (-10, 187,000) 

39,891,200 40,238,000 +238,000 

2,200,000 2,200,000 +2,200,000 

............................. .............................. + 65, 120,000 

(20,000,000) (20,000,000) (+8, XI0,000) 
............................. .............................. ·3,:>10,000 
............................. . ............................. .. ............................ 

·5,000,000 ·7,500,000 ·500,000 
·215,000,000 ·25,000,000 ·25,000,000 

ttlttouto•••••••ouoooooout 8,421,000 +a 421,000 
------

12,5'58,071,788 12,824,!U 9,028 ·1,809,644,971 
(12,902, 720,200) (12,707,306,000) (·1,544,969,000) 

(·343,648,435) (-82,786,971) (+35,324,029) 
(21,319,888,536) (22,054,815,000) (+284,lir.l,OOO) 

(2,331,507 ,000) (2,331,507,000) '+ 63,806,000) 

(36,210,487,301) (37 ,010,841,029) (-1,161,448,971) 

uoooooooooooooooooooooouo•o .............................. .. ............................ 
............................. . ............................. .............................. 
............................. .............................. . ............................. 

(36,210,487,301) (37,010,841,029) (·1,181,448,971) 
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TITLE II· RELATED AGENCIES 

Architectural and Transportation Barriers 
Compliance Board 

Salaries and expenses ....................................................................... . 

National Transportation Safety Board 

Salarlff and expenses ....•..•.........•.•.•..•..........•.•..•.•... .•••. .•..•..••••••••••.•• 
E~1gency fund ............................................................................... .. 

Total, National Transportation Safety Board ............................... . 

Interstate Commerce Commission 

Salarlff and expen ......................................................................... .. 
Payment• for directed rall Mrvlce (limitation on oi,119atlon1) ........... . 

T olal, Interstate Commerce Commission .................................... . 

Panama Canal Commission 

Panama Canal ReYOMng Fund: 
(Administrative expenses) .............................................................. . 
(Limitation on operating and capital expenses) ........................... .. 

Wahington Metropolitan Area Transit Authority 

Interest payments and repayment• of principal ................................ . 

Total, title II, Related Agencies .................................................... . 
(Limitation on obligations) ...................................................... .. 

Total budgetary reaources ................................................... . 

Total appropriations In thi1 bill (net) ............................................. 
Scorek1"8plng adjustments ....................................................... 

Grand total (net) .................................................................... 
Appropriations ............................................................. 
Rescissions .................................................................. 

(Limitations on obllgatlons) .............................................. 
(Exempt obligations) ................ .................................. 

Grand total budgetary resource• Including Qimllatlons 
on obligations) and (exempt obligations) ................... 

CONNGAESSIONAL BUDGET RECAP 

Total mandatory and dlacrellonaiy ..................................................... 

Mandatory ....................................................................................... 

Discretionary: 
Crim• trull fund .......................................................................... 

General purposes ....................................................................... 

Total, Oltcretlonary ................................................................. 

FY 1995 
Enacted 

3,350,000 

37,392,000 
.............................. 

37,392,000 

30,302,000 
(4715,000) 

(30,7n,OOO) 

(!50,030,000) 
(!540,000,000) 

9,193,000 

80,237,000 
(475,000) 

(80,712,000) 

14,214,401,000 
·2,871,053,000 

11,1543,348,000 
(11,681,459,000) 

(·118,111,000) 
(21, 770,898,000) 

(2,267,701,000) 

(315,581,947,000) 

11,843,348,000 

1171,128,000 

.............................. 
10,971,422,000 

10,971,422,000 

FY 1996 
Estimate 

3,656,000 

38,n4,ooo 
360,802 

39,134,802 

28,844,000 
(4715,000) 

(29,319,000) 

(50,741,000) 
............................. 

......... .................... 

71,834,802 
(47!5,000) 

(72, 109,802) 

35,488,984,831 
375,011,000 

315,843,97!5,831 
(315,889,362,802) 

(-45,386,971) 
(487 ~ 7157,000) 

(80,000,000) 

(38,411,732,831) 

315,143,171,131 

112,072,000 

15,000,000 

315,2156,903,831 

315,261,903,831 

House 

3,656,000 

38,n4,000 
180,802 

38,934,802 

13,3711,000 
(4715,000) 

(13,8154,000) 

(!50,741,000) 
.............................. 

.............................. 

55,989,802 
(4715,000) 

~.444,802) 

12,810,7215,808 
370,983,000 

13, 181,708,808 
(13,278,842,982) 

(-94,934,158) 
(22,848,91 !5,000) 

(2,311,932,000) 

(38, 140,5515,808) 

13,181,708,808 

112,072,000 

. ............................. 
12,599,838,808 

12,599,838,808 

Senate Conference 

3,500,000 3,500,000 

37,500,000 38,n4,ooo 
360,802 360,802 

37,860,802 39,134,802 

13,379,000 13,3711,000 
(47!5,000) (4715,000) 

(13,8154,000) (13,8154,000) 

(!50,741,000) (!50,741,000) 
. ............................ . ............................. 

····························· ................................ 

54,739,802 58,013,802 
(475,000) (4715,000) 

~.214,802) ~.488,802) 

12,613,811,587 12,880,532,831 
367,511,148 383,878, 148 

12,961,322,715 13,084,208,979 
(13,324,971, 1 !50) (13, 148,9915,950) 

(-343,848,43!5) (-62, 788,971) 
(21,320,383,1538) (22,0!5!5,290,000) 

(2,331,!507,000) (2,331,!507,000) 

(38,833, 193,2151) (37,4151,00!5,979) 

12,1181,322,711 13,084,208,11711 

Nl,012,000 1182,072,000 

............................. . ............................. 
12,399,250,715 12,482, 138,979 

12,399,250,71!5 12,482, 138,1179 

28773 

Conference 
compared with 

enacted 

+150,000 

+1,382,000 
+ 380,802 

+1,7'2,802 

• 18,1123,000 
............................. , 

(-18,923,000) 

(+711,000) 
(-!540,000,000) 

·9,193,000 

·24.223,198 
.............................. 

(·24,223, 1118) 
-----

• 1,533,868, 189 
+3,054,729, 148 

+ 1,520,860,979 
( + 1,485,538,950) 

( + 35,324,029) 
( + 284,392,000) 

( + 83,808,000) 

( + 1,869,058,979) 

+ 1,120,H0,1711 

+ 10.148,000 

. ............................. 
+1,1510,714,979 

+ 1,!510,714,979 
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FRANK R. WOLF, 
TOM DELAY, 
RALPH REGULA, 
HAROLD ROGERS, 
JIM LIGHTFOOT, 
RON PACKARD, 
SONNY CALLAHAN, 
JAY DICKEY, 
BOB LIVINGSTON, 
MARTIN OLAV SABO (except 

amendments 174 and 190), 
RICHARD J. DURBIN (except 

amendments 132, 174, and 
190), 

RONALD D. COLEMAN 
(except amendment 174), 

THOMAS M. FOGLIETTA 
(except amendment 174), 

DAVID R. OBEY (except 
amendment 174) 

Managers on the Part of the House. 
MARK 0. HATFIELD, 
PETE V. DOM ENI CI, 
ARLEN SPECTER, 
CHRISTOPHER S. BOND, 
SLADE GORTON, 
RICHARD C. SHELBY, 
FRANK R. LAUTENBERG, 
TOM HARKIN, 
BARBARA A. MIKULSKI, 

Managers on the Part of the Senate. 

ADJOURNMENT 
The SPEAKER pro tempore. Without 

objection, pursuant to the previous 
order of the House, the House stands 
adjourned until 12:30 p.m. on Tuesday, 
October 24, for morning hour debates. 

There was no objection. 
Accordingly (at 6 o'clock and 36 min

utes p.m.), under its previous order, the 
House adjourned until Tuesday, Octo
ber 24, 1995, at 12:30 p.m. for morning 
hour debates. 

REPORTS OF COMMITTEES ON 
PUBLIC BILLS AND RESOLUTIONS 

Under clause 2 of rule XIII, reports of 
committees were delivered to the Clerk 
for printing and reference to the proper 
calendar, as follows: 

Mr. ARCHER: Committee on Ways and 
Means. R.R. 2371. A bill to provide trade 
agreements authority to the President; with 
an amendment (Rept. 104-285, Pt. 1). Ordered 
to be printed. 

Mr. WOLF: Committee of conference. Con
ference report on R.R. 2002. A bill making ap
propriations for the Department of Transpor
tation and related agencies for the fiscal 
year ending September 30, 1996, and for other 
purposes (Rep. 104-286). Ordered to be print
ed. 

Mr. YOUNG of Alaska: Committee on Re
sources. R.R. 1358. A bill to require the Sec
retary of Commerce to convey to the Com
monwealth of Massachusetts the National 
Marine Fisheries Service laboratory located 
on Emerson Avenue in Gloucester, MA; with 
an amendment (Rept. 104-287). Referred to 
the Committee of the Whole House on the 
State of the Union. 

Mr. YOUNG of Alaska: Committee on Re
sources. R.R. 2005. A bill to direct the Sec
retary of the Interior to make technical cor
rections in maps relating to the Coastal Bar
rier Resources System (Rept. 104-288). Re
ferred to the Committee of the Whole House 
on the State of the Union. 

TIME LIMITATION OF REFERRED 
BILL 

Pursuant to clause 5 of rule X the fol
lowing action was taken by the Speak
er: 
[The following occurred on October 16, 1995, and 

was omitted from the RECORD of October 17, 
1995) 
R.R. 1122. Referral to the Committee on 

Commerce extended for a period ending not 
later than November 24, 1995. 

PUBLIC BILLS AND RESOLUTIONS 
Under clause 5 of rule X and clause 4 

of rule XXII, public bills and resolu
tions were introduced and severally re
ferred as follows: 

By Mr. KASICH: 
R.R. 2517. A bill to provide for reconcili

ation pursuant to section 105 of the concur
rent resolution on the budget for fiscal year 
1996; to the Committee on the Budget, and in 
addition to the Committees on Agriculture, 
Banking and Financial Services, Commerce, 
Economic and Educational Opportunities, 
Government Reform and Oversight, Inter
national Relations, the Judiciary, National 
Security, Resources, Rules, Science, Trans
portation and Infrastructure, Veterans' Af
fairs, and Ways and Means, for a period to be 
subsequently determined by the Speaker, in 
each case for consideration of such provi
sions as fall within the jurisdiction of the 
committee concerned. 

By Mr. HASTINGS of Washington: 
R.R. 2518. A bill to authorize the Secretary 

of Agriculture to exchange certain lands in 
the Wenatachee National Forest, WA, for 
certain lands owned by Public Utility Dis
trict No. 1 of Chelan County, WA, and for 
other purposes; to the Committee on Re
sources. 

ADDITIONAL SPONSORS 
Under clause 4 of rule XXII, sponsors 

were added to public bills and resolu
tions as follows: 

H.R. 43: Mr. OWENS. 
H.R. 428: Ms. PELOSI. 
R.R. 713: Mr. MORAN, Ms. MCKINNEY, and 

Mr. DAVIS. 
R.R. 1073: Mr. CLEMENT and Mr. SENSEN-

BRENNER. 
H.R. 1074: Mr. CLEMENT. 
H.R. 1083: Mr. GILCHREST. 
H.R. 1595: Mr. PORTER. 
H.R. 1982: Mr. RICHARDSON. 
H.R. 2008: Mr. QUINN. 

AMENDMENTS 
Under clause 6 of rule XXIII, pro

posed amendments were submitted as 
follows: 

R.R. 2491 
OFFERED BY: MR. ORTON 

Amendment in the nature of a substitute 
AMENDMENT No. 7: Strike all after the en

acting clause and insert the following: 
SECTION 1. SHORT TITLE; TABLE OF CONTENTS 

(a) SHORT TITLE.-This Act may be cited as 
the "Common Sense Balanced Budget Act of 
1995". 

(b) TABLE OF CONTENTS.-
TITLE I-ENERGY, NATURAL RESOURCES 

AND ENVIRONMENT 
Subtitle A-Energy 

Sec. 1101. Privatization of uranium enrich
ment charges. 

Sec. 1103. Cogeneration. 
Sec. 1104. FEMA radiological emergency 

preparedness fees. 
Subtitle B-Central Utah 

Sec. 1121. Prepayment of certain repayment 
contracts between the United 
States and the Central Utah 
Water Conservancy District. 

Subtitle C-Army Corps of Engineers 
Sec. 1131. Regulatory program fund. 

Subtitle D-Helium Reserve 
Sec. 1141. Sale of helium processing and 

storage facility. 
Subtitle E-Territories 

Sec. 1151. Termination of annual direct i:i.s
sistance to Northern Mariana 
Islands. 

TITLE II-AGRICULTURAL PROGRAMS 
Sec. 2001. Short title and table of contents. 

Subtitle A-Extension and Modification of 
Various Commodity Programs 

Sec. 2101. Extension of loans, payments, and 
acreage reduction programs for 
wheat through 2002. 

Sec. 2102. Extension of loans, payments, and 
acreage reduction programs for 
feed grains through 2002. 

Sec. 2103. Extension of loans, payments, and 
acreage reduction programs for 
cotton through 2002. 

Sec. 2104. Extension of loans, payments, and 
acreage reduction programs for 
rice through 2002. 

Sec. 2105. Extension of loans and payments 
for oilseeds through 2002. 

Sec. 2106. Increase in flex acres. 
Sec. 2107. Reduction in 50/85 and 0/85 pro

grams. 
Subtitle B-Sugar 

Sec. 2201. Extension and modification of 
sugar program. 

Subtitle C-Peanuts 
Sec. 2301. Extension of price support pro

gram for peanuts and related 
programs. 

Sec. 2302. National poundage quotas and 
acreage allotments. 

Sec. 2303. Sale, lease, or transfer of farm 
poundage quota. 

Sec. 2304. Penalty for reentry of exported 
peanut products. 

Sec. 2305. Price support program for pea
nuts. 

Sec. 2306. Referendum regarding poundage 
quotas. 

Sec. 2307. Regulations. 
Subtitle D-Tobacco 

Sec. 2401. Elimination of Federal budgetary 
outlays for tobacco programs. 

Sec. 2402. Establishment of farm yield for 
flue-cured tobacco based on in
dividual farm production his
tory. 

Sec. 2403. Removal of farm reconstitution 
exception for burley tobacco. 

Sec. 2404. Reduction in percentage threshold 
for transfer of flue-cured to
bacco quota in cases of disaster. 

Sec. 2405. Expansion of types of tobacco sub
ject to no net cost assessment. 

Sec. 2406. Repeal of reporting requirements 
relating to export of tobacco. 

Sec. 2407. Repeal of limitation on reducing 
national marketing quota for 
flue-cured and burley tobacco. 

Sec. 2408. Application of civil penalties 
under Tobacco Inspection Act. 

Sec. 2409. Transfers of quota or allotment 
across county lines in a State. 

Sec. 2410. Calculation of national marketing 
quota. 
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Sec. 2411. Clarification of authority to ac

cess civil money penalties. 
Sec. 2412. Lease and transfer of farm mar

keting quotas for burley to
bacco. 

Sec. 2413. Limitation on transfer of acreage 
allotments of other tobacco. 

Sec. 2414. Good faith reliance on actions or 
advice of department represent
atives. 

Sec. 2415. Uniform forfeiture dates for flue
cured and burley tobacco. 

Sec. 2416. Sale of burley and flue-cured to
bacco marketing quotas for a 
farm by recent purchasers. 

Subtitle E-Planting Flexibility 
Sec. 2501. Definitions. 
Sec. 2502. Crop and total acreage bases. 
Sec. 2503. Planting flexibility. 
Sec. 2504. Farm program payment yields. 
Sec. 2505. Application of provisions. 

Subtitle F-Miscellaneous Provisions 
Sec. 2601. Limitations on amount of defi

ciency payments and land di
version payments. 

Sec. 2602. Sense of Congress regarding cer
tain Canadian trade practices. 

TITLE III-COMMERCE 
Sec. 3101. Spectrum auctions. 
Sec. 3102. Federal Communications Commis

sion fee collections 
Sec. 3103. Auction of recaptured analog li

censes. 
Sec. 3104. Patent and trademark fees. 
Sec. 3105. Repeal of authorization of transi

tional appropriations for the 
United States Postal Service. 

TITLE IV-TRANSPORTATION 
Sec. 4101. Extension of railroad safety fees. 
Sec. 4102. Permanent extension of vessel 

tonnage duties. 
Sec. 4103. Sale of Governors Island, New 

York. 
Sec. 4104. Sale of air rights. 

TITLE V-HOUSING PROVISIONS 
Sec. 5101. Reduction of section 8 annual ad

justment factors for units with
out tenant turnover. 

Sec. 5102. Maximum mortgage amount floor 
for single family mortgage in
surance. 

Sec. 5103. Foreclosure avoidance and bor
rower assistance. 

TITLE VI-INDEXATION AND MIS-
CELLANEOUS ENTITLEMENT-RELATED 
PROVISIONS 

Sec. 6101. Consumer Price Index. 
Sec. 6102. Repeal of entitlement funding for 

family preservation and sup
port services. 

Sec. 6103. Matching rate requirement for 
title XX block grants to States 
for social services. 

Sec. 6104. Denial of unemployment insur
ance to certain high-income in
dividuals. 

Sec. 6105. Denial of unemployment insur
ance to individuals who volun
tarily leave military service. 

TITLE VII-MEDICAID REFORM 
Subtitle A-Per Capita Spending Limit 

Sec. 7001. Limitation on expenditures recog
nized for purposes of Federal fi
nancial participation. 

Sec. 7002. Transitional reduction in amount 
of Federal financial participa
tion during the last 3 quarters 
of fiscal year 1996. 

Subtitle B-Medicaid Managed Care 
Sec. 7101. Permitting greater flexibility for 

States to enroll beneficiaries in 
managed care arrangements. 

Sec. 7102. Removal of barriers to provision 
of medicaid services through 
managed care. 

Sec. 7103. Additional requirements for med
icaid managed care plans. 

Sec. 7104. Preventing fraud in medicaid 
managed care. 

Sec. 7105. Assuring adequacy of payments to 
medicaid managed care plans 
and providers. 

Sec. 7106. Sanctions for noncompliance by 
eligible managed care provid
ers. 

Sec. 7107. Report on public health services. 
Sec. 7108. Report on payments to hospitals. 
Sec. 7109. Conforming amendments. 
Sec. 7110. Effective date; status of waivers. 

Subtitle C-Additional Reforms of Medicaid 
Acute Care Program 

Sec. 7201. Permitting increased flexibility in 
medicaid cost-sharing. 

Sec. 7202. Limits on required coverage of ad
ditional treatment services 
under EPSDT. 

Sec. 7203. Delay in application of new re
quirements. 

Sec. 7204. Deadline on action on waivers. 

Subtitle D-National Commission on 
Medicaid Restructuring 

Sec. 7301. Establishment of commission. 
Sec. 7302. Duties of commission. 
Sec. 7303. Administration. 
Sec. 7304. Authorization of appropriations. 
Sec. 7305. Termination. 

Subtitle E-Restrictions on Disproportionate 
Share Payments 

Sec. 7401. Reforming disproportionate 
share payments under State medicaid 
programs. 

Subtitle F-Fraud Reduction 
Sec. 7501. Monitoring payments for dual 

eligibles. 
Sec. 7502. Improved identification sys

tems. 

TITLE Vill-MEDICARE 
Sec. 8000. Short title; references in title; 

table of contents. 

SUBTITLE A-MEDICARE CHOICE PROGRAM 

PART 1-INCREASING CHOICE UNDER THE 
MEDICARE PROGRAM 

Sec. 8001. Increasing choice under medi
care. 

Sec. 8002. Medicare Choice program. 

"PART C-PROVISIONS RELATING TO MEDICARE 
CHOICE 

"Sec. 1851. Requirements for Medicare 
Choice organizations. 

"Sec. 1852. Requirements relating to 
benefits, provision of services, enroll
ment, and premiums. 

"Sec. 1853. Patient protection standards. 
"Sec. 1854. Provider-sponsored organiza

tions. 
"Sec. 1855. Payments to Medicare Choice 

organizations. 
"Sec. 1856. Establishment of standards 

for Medicare Choice organizations and 
products. 

"Sec. 1857. Medicare Choice certifi-
cation. 

"Sec. 1858. Contracts with Medicare 
Choice organizations. 

"Sec. 1859. Demonstration project for 
high deductible/medisave products. 
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Sec. 8003. Reports. 
Sec. 8004. Transitional rules for current 

medicare HMO program. 
PART 2-SPECIAL RULES FOR MEDICARE 

CHOICE MEDICAL SA VIN GS ACCOUNTS 

Sec. 8011. Medicare choice MSA's. 
Sec. 8012. Certain rebates excluded from 

gross income. 
PART 3---SPECIAL ANTITRUST RULE FOR 

PROVIDER SERVICE NETWORKS 

Sec. 8021. Application of antitrust rule of 
reason to provider service networks. 

PART 4-COMMISSIONS 

Sec. 8031. Medicare Payment Review Com
mission. 

Sec. 8032. Commission on the Effect of the 
Baby Boom Generation on the Medi
care Program. 

PART 5-PREEMPTION OF STATE ANTI
MANAGED CARE LAWS 

Sec. 8041. Preemption of State law restric
tions on managed care arrangements. 

Sec. 8042. Preemption of State laws re
stricting utilization review programs. 

SUBTITLE B-PROVISIONS RELATING TO 
REGULATORY RELIEF 

PART 1-PROVISIONS RELATING TO PHYSICIAN 
FINANCIAL RELATIONSHIPS 

Sec. 8101. Repeal of prohibitions based on 
compensation arrangements. 

Sec. 8102. Revision of designated health 
services subject to prohibition. 

Sec. 8103. Delay in implementation until 
promulgation of regulations. 

Sec. 8104. Exceptions to prohibition. 
Sec. 8105. Repeal of reporting require

ments. 
Sec. 8106. Preemption of State law. 
Sec. 8107. Effective date. 

PART 2-ANTITRUST REFORM 

Sec. 8111. Publication of antitrust guide
lines on activities of health plans. 

Sec. 8112. Issuance of health care certifi-
cates of public advantage. 

Sec. 8113. Study of impact on competition. 
Sec. 8114. Antitrust exemption. 
Sec. 8115. Requirements. 
Sec. 8116. Definition. 

PART 3---MALPRACTICE REFORM 

SUBPART A-UNIFORM STANDARDS FOR 
MALPRACTICE CLAIMS 

Sec. 8121. Applicability. 
Sec. 8122. Requirement for initial resolution 

of action through alternative 
dispute resolution. 

Sec. 8123. Optional application of practice 
guidelines. 

Sec. 8124. Treatment of noneconomic and 
punitive damages. 

Sec. 8125. Periodic payments for future 
losses. 

Sec. 8126. Treatment of attorney's fees and 
other costs. 

Sec. 8127. Uniform statute of limitations. 
Sec. 8128. Special provision for certain ob-

stetric services. 
Sec. 8129. Jurisdiction of Federal courts. 
Sec. 8130. Preemption. 
SUBPART B-REQUIREMENTS FOR STATE ALTER

NATIVE DISPUTE RESOLUTION SYSTEMS (ADR) 

Sec. 8131. Basic requirements. 
Sec. 8132. Certification of State systems; ap

plicability of alternative Fed
eral system. 

Sec. 8133. Reports on implementation and ef
fectiveness of alternative dis
pute resolution systems. 

SUBPART C-DEFINITIONS 

Sec. 8141. Definitions. 
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PART 4-PAYMENT AREAS FOR PHYSICIANS' 

SERVICES UNDER MEDICARE 
Sec. 8151. Modification of payment areas 

used to determine payments for 
physicians' services under med
icare. 

SUBTITLE G-MEDICARE PAYMENTS TO HEALTH 
CARE PROVIDERS 

PART 1-PROVISIONS AFFECTING ALL 
PROVIDERS 

Sec. 8201. One-year freeze in payments to 
providers. 

PART 2-PROVISIONS AFFECTING DOCTORS 
Sec. 8211. Updating fees for physicians' serv

ices. 
Sec. 8212. Use of real GDP to adjust for vol

ume and intensity. 
PART 3-PROVISIONS AFFECTING HOSPITALS 

Sec. 8221. Reduction in update for inpatient 
hospital services. 

Sec. 8222. Elimination of formula-driven 
overpayments for certain out
patient hospital services. 

Sec. 8223. Establishment of prospective pay
ment system for outpatient 
services. 

Sec. 8224. Reduction in medicare payments 
to hospitals for inpatient cap
ital-related costs. 

Sec. 8225. Moratorium on PPS exemption for 
long-term care hospitals. 

Sec. 8226. Elimination of certain additional 
payments for outlier cases. 

PART 4-PROVISIONS AFFECTING OTHER 
PROVIDERS 

Sec. 8231. Revision of payment methodology 
for home health services. 

Sec. 8232. Limitation of home health cov
erage under part A. 

Sec. 8233. Reduction in fee schedule for dura
ble medical equipment. 

Sec. 8234. Nursing home billing. 
Sec. 8235. Freeze in payments for clinical di

agnostic laboratory tests. 
PART 5---GRADUATE MEDICAL EDUCATION AND 

TEACHING HOSPITALS 
Sec. 8241. Teaching hospital and graduate 

medical education trust fund. 
Sec. 8242. Reduction in payment adjust

ments for indirect medical edu
cation. 

SUBTITLE D-PROVISIONS RELATING TO 
MEDICARE BENEFICIARIES 

Sec. 8301. Part B premium. 
Sec. 8302. Full cost of medicare part B cov

erage payable by high-income 
individuals. 

Sec. 8303. Expanded coverage of preventive 
benefits. 

SUBTITLE E-MEDICARE FRAUD REDUCTION 
Sec. 8401. Increasing beneficiary awareness 

of fraud and abuse. 
Sec. 8402. Beneficiary incentives to report 

fraud and abuse. 
Sec. 8403. Elimination of home health over

payments. 
Sec. 8404. Skilled nursing facilities. 
Sec. 8405. Direct spending for anti-fraud ac

tivities under medicare. 
Sec. 8406. Fraud reduction demonstration 

project. 
Sec. 8407. Report on competitive pricing. 

SUBTITLE F-lMPROVING ACCESS TO HEALTH 
CARE 

PART 1-ASSISTANCE FOR RURAL PROVIDERS 
SUBPART A-RURAL HOSPITALS 

Sec. 8501. Sole community hospitals. 
Sec. 8502. Clarification of treatment of EAC 

and RPC hospitals. 
Sec. 8503. Establishment of rural emergency 

access care hospitals. 

Sec. 8504. Classification of rural referral 
centers. 

Sec. 8505. Floor on area wage index. 
Sec. 8506. Medical education. 

SUBPART B-RURAL PHYSICIANS AND OTHER 
PROVIDERS 

Sec. 8511. Provider incentives. 
Sec. 8512. National Health Service Corps 

loan repayments excluded from 
gross income. 

Sec. 8513. Telemedicine payment methodol
ogy. 

Sec. 8514. Demonstration project to increase 
choice in rural areas. 

PART 2-MEDICARE SUBVENTION 
Sec. 8521. Medicare program payments for 

health care services provided in 
the military health services 
system. 

SUBTITLE G-0THER PROVISIONS 
Sec. 8601. Extension and expansion of exist

ing secondary payer require
ments. 

Sec. 8602. Repeal of medicare and medicaid 
coverage data bank. 

Sec. 8603. Clarification of medicare coverage 
of items and services associated 
with certain medical devices 
approved for investigational 
use. 

Sec. 8604. Additional exclusion from cov
erage. 

Sec. 8605. Extending medicare coverage of, 
and application of hospital in
surance tax to, all State and 
local government employees. 

SUBTITLE H-MONITORING ACHIEVEMENT OF 
MEDICARE REFORM GoALS 

Sec. 8701. Establishment of budgetary and 
program goals. 

Sec. 8702. Medicare Reform Commission. 
SUBTITLE I-LOCK-BOX PROVISIONS FOR MEDI

CARE PART B SAVINGS FROM GROWTH RE
DUCTIONS 

Sec. 8801. Establishment of Medicare Growth 
Reduction Trust Fund for part 
B savings. 

SUBTITLE J-CLINICAL LABORATORIES 
Sec. 8901. Exemption of physician office lab

oratories. 
TITLE IX-WELFARE REFORM 

Sec. 9000. Amendment of the Social Security 
Act. 

Subtitle A-Temporary Employment 
Assistance 

Sec. 9101. State plan. 
Subtitle B-Make Work Pay 

Sec. 9201. Transitional medicaid benefits. 
Sec. 9202. Notice of availability required to 

be provided to applicants and 
former recipients of temporary 
family assistance, food stamps, 
and medicaid. 

Sec. 9203. Notice of availability of earned in
come tax credit and dependent 
care tax credit to be included 
on W-4 form. 

Sec. 9204. Advance payment of earned in
come tax credit through State 
demonstration programs. 

Sec. 9205. Funding of child care services. 
Sec. 9206. Certain Federal assistance includ

ible in gross income. 
Sec. 9207. Dependent care credit to be re-

fundable; high-income tax-
payers ineligible for credit. 

Subtitle G-Work First 
Sec. 9301. Work first program. 
Sec. 9302. Regulations. 
Sec. 9303. Applicability to States. 

October 20, 1995 
Subtitle D-Family Responsibility And 
Improved Child Support Enforcement 

CHAPTER 1-ELIGIBILITY AND OTHER MATTERS 
CONCERNING TITLE IV-D PROGRAM CLIENTS 

Sec. 9401. State obligation to provide pater
nity establishment and child 
support enforcement services. 

Sec. 9402. Distribution of payments. 
Sec. 9403. Due process rights. 
Sec. 9404. Privacy safeguards. 

CHAPTER 2-PROGRAM ADMINISTRATION AND 
FUNDING 

Sec. 9411. Federal matching payments. 
Sec. 9412. Performance-based incentives and 

penalties. 
Sec. 9413. Federal and State reviews and au

dits. 
Sec. 9414. Required reporting procedures. 
Sec. 9415. Automated data processing re

quirements. 
Sec. 9416. Director of CSE program; staffing 

study. 
Sec. 9417. Funding for secretarial assistance 

to State programs. 
Sec. 9418. Reports and data collection by the 

Secretary. 
CHAPTER 3-LOCATE AND CASE TRACKING 

Sec. 9421. Central State and case registry. 
Sec. 9422. Centralized collection and dis

bursement of support pay
ments. 

Sec. 9423. Amendments concerning income 
withholding. 

Sec. 9424. Locator information from inter
state networks. 

Sec. 9425. Expanded Federal parent locator 
service. 

Sec. 9426. Use of social security numbers. 
CHAPTER 4-STREAMLINING AND UNIFORMITY 

OF PROCEDURES 
Sec. 9431. Adoption of uniform State laws. 
Sec. 9432. Improvements to full faith and 

credit for child support orders. 
Sec. 9433. State laws providing expedited 

procedures. 
CHAPTER 5--P ATERNITY ESTABLISHMENT 

Sec. 9441. Sense of the Congress. 
Sec. 9442. Availability of parenting social 

services for new fathers. 
Sec. 9443. Cooperation requirement and good 

cause exception. 
Sec. 9444. Federal matching payments. 
Sec. 9445. State laws concerning paternity 

establishment. 
Sec. 9446. Outreach for voluntary paternity 

establishment. 
CHAPTER 6--ESTABLISHMENT AND 

MODIFICATION OF SUPPORT ORDERS 
Sec. 9451. National Child Support Guidelines 

Commission. 
Sec. 9452. Simplified process for review and 

adjustment of child support or
ders. 

CHAPTER 7-ENFORCEMENT OF SUPPORT 
ORDERS 

Sec. 9461. Federal income tax refund offset. 
Sec. 9462. Internal Revenue Service collec

tion of arrears. 
Sec. 9463. Authority to collect support from 

Federal employees. 
Sec. 9464. Enforcement of child support obli

gations of members of the 
Armed Forces. 

Sec. 9465. Motor vehicle liens. 
Sec. 9466. Voiding of fraudulent transfers. 
Sec. 9467. State law authorizing suspension 

of licenses. 
Sec. 9468. Reporting arrearages to credit bu

reaus. 
Sec. 9469. Extended statute of limitation for 

collection of arrearages. 
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Sec. 9470. Charges for arrearages. 
Sec. 9471. Denial of passports for nonpay

ment of child support. 
Sec. 9472. International child support en

forcement. 
Sec. 9473. Seizure of lottery winnings, settle

ments, payouts, awards, and be
quests, and sale of forfeited 
property, to pay child support 
arrearages. . 

Sec. 9474. Liability of grandparents for fi
nancial support of children of 
their minor children. 

Sec. 9475. Sense of the Congress regarding 
programs for noncustodial par
ents unable to meet child sup
port obligations. 

CHAPTER 8---MEDICAL SUPPORT 

Sec. 9481. Technical correction to ERISA 
definition of medical child sup
port order. 

CHAPTER 9-FOOD STAMP PROGRAM 
REQUIREMENTS 

Sec. 9491. Cooperation with child support 
agencies. 

Sec. 9492. Disqualification for child support 
arrears. 

CHAPTER 10---EFFECT OF ENACTMENT 

Sec. 9498. Effective dates. 
Sec. 9499. Severability. 

Subtitle E--Teen Pregnancy and Family 
Stability 

Sec. 9501. State option to deny temporary 
employment assistance for ad
ditional children. 

Sec. 9502. Supervised living arrangements 
for minors. 

Sec. 9503. National Clearinghouse on Adoles
cent Pregnancy. 

Sec. 9504. Required completion of high 
school or other training for 
teenage parents. 

Sec. 9505. Denial of Federal housing benefits 
to minors who bear children 
out-of-wedlock. 

Sec. 9506. State option to deny temporary 
employment assistance to 
minor parents. 

Subtitle F-SSI Reform 
Sec. 9601. Definition and eligibility rules. 
Sec. 9602. Eligibility redeterminations and 

continuing disability reviews. 
Sec. 9603. Additional accountability require

ments. 
Sec. 9604. Denial of SSI benefits by reason of 

disability to drug addicts and 
alcoholics. 

Sec. 9605. Denial of SSI benefits for 10 years 
to individuals found to have 
fraudulently misrepresented 
residence in order to obtain 
benefits simultaneously in 2 or 
more States. 

Sec. 9606. Denial of SSI benefits for fugitive 
felons and probation and parole 
violators. 

Sec. 9607. Reapplication requirements for 
adults receiving SSI benefits by 
reason of disability. 

Sec. 9608. Narrowing of SSI eligibility on 
basis of mental impairments. 

Sec. 9609. Reduction in unearned income ex
clusion. 

Subtitle G-Food Assistance 
CHAPTER 1-FOOD STAMP PROGRAM 

Sec. 9701. Application of amendments. 
Sec. 9702. Amendments to the Food Stamp 

Act of 1977. · 
Sec. 9703. Authority to establish authoriza

tion periods. 
Sec. 9704. Specific period for prohibiting par

ticipation of stores based on 
lack of business integrity. 

Sec. 9705. Information for verifying eligi
bility for authorization. 

Sec. 9706. Waiting period for stores that ini
tially fail to meet authoriza
tion criteria. 

Sec. 9707. Bases for suspensions and disquali
fications. 

Sec. 9708. Authority to suspend stores vio
lating program requirements 
pending administrative and ju
dicial review. 

Sec. 9709. Disqualification of retailers who 
are disqualified from the WIC 
program. 

Sec. 9710. Permanent debarment of retailers 
who intentionally submit fal
sified applications. 

Sec. 9711. Expanded civil and criminal for
feiture for violations of the 
Food Stamp Act. 

Sec. 9712. Expanded authority for sharing in
formation provided by retailers. 

Sec. 9713. Expanded definition of " coupon". 
Sec. 9714. Doubled penalties for violating 

food stamp program require
ments. 

Sec. 9715. Mandatory claims collection 
methods. 

Sec. 9716. Promoting expansion of electronic 
benefits transfer. 

Sec. 9717. Reduction of basic benefit level. 
Sec. 9718. 2-year freeze of standard deduc

tion. 
Sec. 9719. Pro-rating benefits after interrup

tions in participation. 
Sec. 9720. Disqualification for participating 

in 2 or more States. 
Sec. 9721. Disqualification relating to child 

support arrears. 
Sec. 9722. State authorization to assist law 

enforcement officers in locating 
fugitive felons. 

Sec. 9723. Work requirement for able-bodied 
recipients. 

Sec. 9724. Coordination of employment and 
training programs. 

Sec. 9725. Extending current claims reten
tion rates. 

Sec. 9726. Nutrition assistance for Puerto 
Rico. 

Sec. 9727. Treatment of children living at 
home. 

CHAPTER 2-COMMODITY DISTRIBUTION 

Sec. 9751. Short title. 
Sec. 9752. Availability of commodities. 
Sec. 9753. State, local and private 

supplementation of commod
ities. 

Sec. 9754. State plan. 
Sec. 9755. Allocation of commodities to 

States. 
Sec. 9756. Priority system for State distribu-

tion of commodities. 
Sec. 9757. Initial processing costs. 
Sec. 9758. Assurances; anticipated use. 
Sec. 9759. Authorization of appropriations. 
Sec. 9760. Commodity supplemental food 

program. 
Sec. 9761. Commodities not income. 
Sec. 9762. Prohibition against certain State 

charges. 
Sec. 9763. Definitions. 
Sec. 9764. Regulations. 
Sec. 9765. Finality of determinations. 
Sec. 9766. Relationship to other programs. 
Sec. 9767. Settlement and adjustment of 

claims. 
Sec. 9768. Repealers; amendments. 

CHAPl'ER 3---0THER PROGRAMS 

Sec. 9781. Child and Adult Care Food Pro
gram. 

Sec. 9782. Resumption of discretionary fund
ing for nutrition education and 
training program. 

Subtitle H-Treatment of Aliens 
CHAPTER 1-SPONSORSHIP, DEEMING, AND 

AFFIDAVITS OF SUPPORT 

Sec. 9801. Extension of deeming of income 
and resources under tea, SSI, 
and food stamp programs. 

Sec. 9802. Requirements for sponsor's affida
vits of support. 

Sec. 9803. Extending requirement for affida
vits of support to family-relat
ed and diversity immigrants. 

CHAPl'ER 2-lNELIGIBILITY OF CERTAIN ALIENS 
FOR CERTAIN SOCIAL SERVICES 

Sec. 9851. Certain aliens ineligible for tem
porary employment assistance. 

Subtitle I- Earned Income Tax Credit 
Sec. 9901. Earned income tax credit denied 

to individuals not authorized to 
be employed in the United 
States. 

TITLE X-REDUCTIONS IN CORPORATE 
TAX SUBSIDIES AND OTHER REFORMS 

Sec. 10001. Short title; table of contents. 
Subtitle A-Tax Treatment of Expatriation 

Sec. 10101. Revision of tax rules on expatria
tion. 

Sec. 10102. Basis of assets of nonresident 
alien individuals becoming citi
zens or residents. 

Subtitle B-Modification to Earned Income 
Credit 

Sec. 10201. Earned income tax credit denied 
to individuals with substantial 
capital gain net income. 

Subtitle C-Alternative Minimum Tax on 
Corporations Importing Products into the 
United States at Artificially Inflated 
Prices 

Sec. 10301. Alternative minimum tax on cor
porations importing products 
into the United States at artifi
cially inflated prices. 

Subtitle D-Tax Treatment of Certain 
Extraordinary Dividends 

Sec. 10401. Tax treatment of certain extraor
dinary dividends. 

Subtitle &-Foreign Trust Tax Compliance 
Sec. 10501. Improved information reporting 

on foreign trusts. 
Sec. 10502. Modifications of rules relating to 

foreign trusts having one or 
more United States bene
ficiaries. 

Sec. 10503. Foreign persons not to be treated 
as owners under grantor trust 
rules. 

Sec. 10504. Information reporting regarding 
foreign gifts. 

Sec. 10505. Modification of rules relating to 
foreign trusts which are not 
grantor trusts. 

Sec. 10506. Residence of estates and trusts, 
etc. 

Subtitle F-Limitation on Section 936 Credit 
Sec. 10601. Limitation on section 936 credit. 

TITLE XI- VETERANS' AFFAIRS 
Sec. 11001. Short title; table of contents. 

Subtitle A- Permanent Extension of 
Temporary Authorities 

Sec. 11011. Authority to require that certain 
veterans agree to make copay
ments in exchange for receiving 
health-care benefits. 

Sec. 11012. Medical care cost recovery au
thority. 

Sec. 11013. Income verification authority. 
Sec. 11014. Limitation on pension for certain 

recipients of medicaid-covered 
nursing home care. 
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Sec. 11015. Home loan fees. 
Sec. 11016. Procedures applicable to liquida

tion sales on defaulted home 
loans guaranteed by the De
partment of Veterans Affairs. 

Subtitle B---Other Matters 
Sec. 11021. Revised standard for liability for 

injuries resulting from Depart
ment of Veterans Affairs treat
ment. 

Sec. 11022. Enhanced loan asset sale author
ity. 

Sec. 11023. Withholding of payments and 
benefits. 

Subtitle C-Health Care Eligibility Reform 
Sec. 11031. Hospital care and medical serv

ices. 
Sec. 11032. Extension of authority to prior

ity heal th care for Persian Gulf 
veterans. 

Sec. 11033. Prosthetics. 
Sec. 11034. Management of health care. 
Sec. 11035. Improved efficiency in heal th 

care resource management. 
Sec. 11036. Sharing agreements for special

ized medical resources. 
Sec. 11037. Personnel furnishing shared re

sources. 
TITLE XII-LEGISLATIVE BRANCH 

Sec. 12101. Requirement that excess funds 
provided for official allowances 
of Members of the House of 
Representatives be dedicated to 
deficit reduction. 

TITLE XIII-MISCELLANEOUS 
PROVISIONS 

Sec. 13101. Elimination of disparity between 
effective dates for military and 
civilian retiree cost-of-living 
adjustments for fiscal years 
1996, 1997, and 1998. 

Sec. 13102. Disposal of certain materials in 
National Defense Stockpile for 
deficit reduction. 

Sec. 13103. Requirement that certain agen
cies prefund government health 
benefits contributions for their 
annuitants. 

Sec. 13104. Application of OMB Circular a-
129. 

Sec. 13105. 7-year extension of Hazardous 
Substance Superfund Excise 
Taxes. 

TITLE XIV-BUDGET PROCESS 
PROVISIONS 

CHAPTER 1-SHORT TITLE; PuRPOSE 
Sec. 14001. Short title. 
Sec. 14002. Purpose. 

CHAPTER 2-BUDGET ESTIMATES 
Sec. 14051. Board of Estimates. 
Subtitle B-Discretionary Spending Limits 

Sec. 14101. Discretionary spending limits. 
Sec. 14102. Technical and conforming 

changes. 
Sec. 14103. Elimination of certain adjust

ments to discretionary spend
ing limits. 

Subtitle C-Pay-As-You-Go Procedures 
Sec. 14201. Permanent extension of pay-as

you-go procedures; ten-year 
score keeping. 

Sec. 14202. Elimination of emergency excep
tion. 

Subtitle D-Miscellaneous 
Sec. 14301. Reports and orders. 
Sec. 14302. Technical correction. 
Sec. 14303. Repeal of expiration date. 

Subtitle E-Deficit Control 
Sec. 14401. Deficit control. 
Sec. 14402. Sequestration process. 

Subtitle F-Line Item Veto 
Sec. 14501. Line item veto authority. 
Sec. 14502. Line item veto effective unless 

disapproved. 
Sec. 14503. Definitions. 
Sec. 14504. Congressional consideration of 

line item vetoes. 
Sec. 14505. Report of the General Accounting 

Office. 
Sec. 14506. Judicial review. 

Subtitle G-Enforcing Points of Order 
Sec. 14601. Points of order in the Senate. 
Sec. 14602. Points of order in the House of 

Representatives. 
Subtitle H-Deficit Reduction Lock-box 

Sec. 14701. Deficit reduction lock-box provi
sions of appropriation meas
ures. 

Sec. 14702. Downward adjustments. 
Sec. 14703. CBO tracking. 

Subtitle I-Emergency Spending; Baseline 
Reform; Continuing Resolutions Reform 

CHAPTER 1-EMERGENCY SPENDING 
Sec. 14801. Establishment of budget reserve 

account. 
Sec. 14802. Congressional budget process 

changes. 
Sec. 14803. Reporting. 

CHAPTER 2-BASELINE REFORM 
Sec. 14851. The baseline. 
Sec. 14852. The President's budget. 
Sec. 14853. The congressional budget. 
Sec. 14854. Congressional Budget Office re

ports to committees. 
CHAPTER 3--RESTRICTED USES OF CONTINUING 

RESOLUTIONS 
Sec. 14871. Restrictions respecting continu

ing resolutions. 
Subtitle J-Technical and Conforming 

Amendments 
Sec. 14901. Amendments to the Congres

sional Budget and Impound
ment Control Act of 1974. 

Sec. 14902. Technical and conforming 
amendments to the Rules of the 
House of Representatives. 

Sec. 14903. President's budget. 
Subtitle K-Truth in Legislating 

Sec. 14951. Identity, sponsor, and cost of cer
tain provisions required to be 
reported. 

TITLE I-ENERGY, NATURAL RESOURCES 
AND ENVIRONMENT 

Subtitle A-Energy 
SEC. 1101. PRIVATIZATION OF URANIUM ENRICH· 

MENT. 
(a) REFERENCE.-Except as otherwise ex

pressly provided, whenever in this section an 
amendment or repeal is expressed in terms of 
an amendment to, or repeal of, a section or 
other provision, the reference shall be con
sidered to be made to a section or other pro
vision of the Atomic Energy Act of 1954 (42 
U.S.C. 2011 et seq.). 

(b) PRODUCTION FACILITY.-Paragraph v. of 
section 11 (42 U.S.C. 2014 v.) is amended by 
striking "or the construction and operation 
of a uranium enrichment production facility 
using Atomic Vapor Laser Isotope Separa
tion technology". 

(c) DEFINITIONS.-Section 1201 (42 u.s.c. 
2297) is amended-

(1) in paragraph (4), by inserting before the 
period the following: "and any successor cor
poration established through privatization of 
the Corporation"; 

(2) by redesignating paragraphs (10) 
through (13) as paragraphs (14) through (17), 
respectively, and by inserting after para
graph (9) the following new paragraphs: 

"(10) The term 'low-level radioactive 
waste' has the meaning given such term in 
section 102(9) of the Low-Level Radioactive 
Waste Policy Amendments Act of 1985 (42 
u.s.c. 2021b(9)). 

"(11) The term 'mixed waste' has the mean
ing given such term in section 1004(41) of the 
Solid Waste Disposal Act (42 U.S.C. 6903(41)). 

"(12) The term 'privatization' means the 
transfer of ownership of the Corporation to 
private investors pursuant to chapter 25. 

"(13) The term 'privatization date' means 
the date on which 100 percent of ownership of 
the Corporation has been transferred to pri
vate investors."; 

(3) by inserting after paragraph (17) (as re
designated) the following new paragraph: 

"(18) The term 'transition date' means 
July 1, 1993. "; and 

(4) by redesignating the unredesignated 
paragraph (14) as paragraph (19). 

(d) EMPLOYEES OF THE CORPORATION.-
(1) PARAGRAPH (2).-Paragraphs (1) and (2) 

of section 1305(e) (42 U.S.C. 2297b--4(e)(1)(2)) 
are amended to read as follows: 

"(A) IN GENERAL.-It is the purpose of this 
subsection to ensure that the privatization 
of the Corporation shall not result in any ad
verse effects on the pension benefits of em
ployees at facilities that are operated, di
rectly or under contract, in the performance 
of the functions vested in the Corporation. 

"(B) APPLICABILITY OF EXISTING COLLECTIVE 
BARGAINING AGREEMENT.-The Corporation 
shall abide by the terms of the collective 
bargaining agreement in effect on the privat
ization date at each individual facility.". 

(2) PARAGRAPH (4).-Paragraph (4) of section 
1305(e) (42 U.S.C. 2297b--4(e)(4)) is amended

(A) by striking "AND DETAILEES" in the 
heading; 

(B) by striking the first sentence; 
(C) in the second sentence, by inserting 

"from other Federal employment" after 
"transfer to the Corporation"; and 

(D) by striking the last sentence. 
(e) MARKETING AND CONTRACTING AUTHOR

ITY.-
(1) MARKETING AUTHORITY.-Section 1401(a) 

(42 U.S.C. 2297c(a)) is amended effective on 
the privatization date (as defined in section 
1201(13) of the Atomic Energy Act of 1954)-

(A) by amending the subsection heading to 
read "MARKETING AUTHORITY.-"; and 

(B) by striking the first sentence. 
(2) TRANSFER OF CONTRACTS.-Section 

140l(b) (42 U.S.C. 2297c(b)) is amended-
(A) in paragraph (2)(B), by adding at the 

end the following: "The privatization of the 
Corporation shall not affect the terms of, or 
the rights or obligations of the parties to, 
any such power purchase contract."; and 

(B) by adding at the end the following: 
"(3) EFFECT OF TRANSFER.-
"(A) As a result of the transfer pursuant to 

paragraph (1), all rights, privileges, and ben
efits under such contracts, agreements, and 
leases, including the right to amend, modify, 
extend, revise, or terminate any of such con
tracts, agreements, or leases were irrev
ocably assigned to the Corporation for its ex
clusive benefit. 

"(B) Notwithstanding the transfer pursu
ant to paragraph (1), the United States shall 
remain obligated to the parties to the con
tracts, agreements, and leases transferred 
pursuant to paragraph (1) for the perform
ance of the obligations of the United States 
thereunder during the term thereof. The Cor
poration shall reimburse the United States 
for any amount paid by the United States in 
respect of such obligations arising after the 
privatization date to the extent such amount 
is a legal and valid obligation of the Corpora
tion then due. 
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"(C) After the privatization date, upon any 

material amendment, modification, exten
sion, revision, replacement, or termination 
of any contract, agreement, or lease trans
ferred under paragraph (1), the United States 
shall be released from further obligation 
under such contract, agreement, or lease, ex
cept that such action shall not release the 
United States from obligations arising under 
such contract, agreement, or lease prior to 
such time.". 

(3) PRICING.-Section 1402 (42 u.s.c. 2297c-
1) is amended to read as follows: 
"SEC. 1402. PRICING. 

"The Corporation shall establish prices for 
its products, materials, and services provided 
to customers on a basis that will allow it to 
attain the normal business objectives of a 
profi tmaking corporation.". 

(4) LEASING OF GASEOUS DIFFUSION FACILI
TIES OF DEPARTMENT.-Effective on the pri
vatization date (as defined in section 1201(13) 
of the Atomic Energy Act of 1954), section 
1403 (42 U.S.C. 2297c-2) is amended by adding 
at the end the following: 

"(h) LOW-LEVEL RADIOACTIVE WASTE AND 
MIXED WASTE.-

"(1) RESPONSIBILITY OF THE DEPARTMENT; 
COSTS.-

"(A) With respect to low-level radioactive 
waste and mixed waste generated by the Cor
poration as a result of the operation of the 
facilities and related property leased by the 
Corporation pursuant to subsection (a) or as 
a result of treatment of such wastes at a lo
cation other than the facilities and related 
property leased by the Corporation pursuant 
to subsection (a) the Department, at the re
quest of the Corporation, shall-

"(i) accept for treatment or disposal of all 
such wastes for which treatment or disposal 
technologies and capacities exist, whether 
within the Department or elsewhere; and 

"(ii) accept for storage (or ultimately 
treatment or disposal) all such wastes for 
which treatment and disposal technologies 
or capacities do not exist, pending develop
ment of such technologies or availability of 
such capacities for such wastes. 

"(B) All low-level wastes and mixed wastes 
that the Department accepts for treatment, 
storage, or disposal pursuant to subpara
graph (A) shall, for the purpose of any per
mits, licenses, authorizations, agreements, 
or orders involving the Department and 
other Federal agencies or State or local gov
ernments, be deemed to be generated by the 
Department and the Department shall han
dle such wastes in accordance with any such 
permits, licenses, authorizations, agree
ments, or orders. The Department shall ob
tain any additional permits, licenses, or au
thorizations necessary to handle such 
wastes, shall amend any such agreements or 
orders as necessary to handle such wastes, 
and shall handle such wastes in accordance 
therewith. 

"(C) The Corporation shall reimburse the 
Department for the treatment, storage, or 
disposal of low-level radioactive waste or 
mixed waste pursuant to subparagraph (A) in 
an amount equal to the Department's costs 
but in no event greater than an amount 
equal to that which would be charged by 
commercial, State, regional, or interstate 
compact entities for treatment, storage, or 
disposal of such waste. 

"(2) AGREEMENTS WITH OTHER PERSONS.
The Corporation may also enter into agree
ments for the treatment, storage, or disposal 
of low-level radioactive waste and mixed 
waste generated by the Corporation as a re
sult of the operation of the facilities and re
lated property leased by the Corporation 

pursuant to subsection (a) with any person 
other than the Department that is author
ized by applicable laws and regulations to 
treat, store, or dispose of such wastes.". 

(5) LIABILITIES.-
(A) Subsection (a) of section 1406 (42 U.S.C. 

2297c-5(a)) is amended-
(i) by inserting "AND PRIVATIZATION" after 

"TRANSITION" in the heading; and 
(ii) by adding at the end the following: "As 

of the privatization date, all liabilities at
tributable to the operation of the Corpora
tion from the transition date to the privat
ization date shall be direct liabilities of the 
United States.". 

(B) Subsection (b) of section 1406 (42 U.S.C. 
2297c-5(b)) is amended-

(i) by inserting "AND PRIVATIZATION" after 
"TRANSITION" in the heading; and 

(ii) by adding at the end the following: "As 
of the privatization date, any judgment en
tered against the Corporation imposing li
ability arising out of the operation of the 
Corporation from the transition date to the 
privatization date shall be considered a judg
ment against the United States.". 

(C) Subsection (d) of section 1406 (42 U.S.C. 
2297c-5(d)) is amended-

(i) by inserting "AND PRIVATIZATION" after 
"TRANSITION" in the heading; and 

(ii) by striking "the transition date" and 
inserting "the privatization date (or, in the 
event the privatization date does not occur, 
the transition date)". 

(6) TRANSFER OF URANIUM.-Title II (42 
U.S.C. 2297 et seq.) is amended by redesignat
ing section 1408 as section 1409 and by insert
ing after section 1407 the following: 
"SEC. 1408. TRANSFER OF URANIUM. 

"The Secretary may, before the privatiza
tion date, transfer to the Corporation with
out charge raw uranium, low-enriched ura
nium, and highly enriched uranium.". 

(f) PRIVATIZATION OF THE CORPORATION.
(1) ESTABLISHMENT OF PRIVATE CORPORA

TION.-Chapter 25 (42 U.S.C. 2297d et seq.) is 
amended by adding at the end the following 
new section: 
"SEC. 1503. ESTABLISHMENT OF PRIVATE COR

PORATION. 
"(a) ESTABLISHMENT.-
"(!) IN GENERAL.-In order to facilitate pri

vatization, the Corporation may provide for 
the establishment of a private corporation 
organized under the laws of any of the sev
eral States. Such corporation shall have 
among its purposes the following: 

"(A) To help maintain a reliable and eco
nomical domestic source of uranium enrich
ment services. 

"(B) To undertake any and all activities as 
provided in its corporate charter. 

"(2) AUTHORITIES.-The corporation estab
lished pursuant to paragraph (1) shall be au
thorized to-

"(A) enrich uranium, provide for uranium 
to be enriched by others, or acquire enriched 
uranium (including low-enriched uranium 
derived from highly enriched uranium); 

"(B) conduct, or provide for conducting, 
those research and development activities 
related to uranium enrichment and related 
processes and activities the corporation con
siders necessary or advisable to maintain it
self as a commercial enterprise operating on 
a profitable and efficient basis; 

"(C) enter into transactions regarding ura
nium, enriched uranium, or depleted ura
nium with-

"(i) persons licensed under section 53, 63, 
103, or 104 in accordance with the licenses 
held by those persons; 

"(ii) persons in accordance with, and with
in the period of, an agreement for coopera
tion arranged under section 123; or 

"(iii) persons otherwise authorized by law 
to enter into such transactions; 

"(D) enter into contracts with persons li
censed under section 53, 63, 103, or 104, for as 
long as the corporation considers necessary 
or desirable, to provide uranium or uranium 
enrichment and related services; 

"(E) enter into contracts to provide ura
nium or uranium enrichment and related 
services in accordance with, and within the 
period of, an agreement for cooperation ar
ranged under section 123 or as otherwise au
thorized by law; and 

"(F) take any and all such other actions as 
are permitted by the law of the jurisdiction 
of incorporation of the corporation. 

"(3) TRANSFER OF ASSETS.-For purposes of 
implementing the privatization, the Cor
poration may transfer some or all of its as
sets and obligations to the corporation es
tablished pursuant to this section, includ
ing-

"(A) all of the Corporation's assets, includ
ing all contracts, agreements, and leases, in
cluding all uranium enrichment contracts 
and power purchase contracts; 

"(B) all funds in accounts of the Corpora
tion held by the Treasury or on deposit with 
any bank or other financial institution; 

"(C) all of the Corporation's rights, duties, 
and obligations, accruing subsequent to the 
privatization date, under the power purchase 
contracts covered by section 140l(b)(2)(B); 
and 

"(D) all of the Corporation's rights, duties, 
and obligations, accruing subsequent to the 
privatization date, under the lease agree
ment between the Department and the Cor
poration executed by the Department and 
the Corporation pursuant to section 1403. 

"(4) MERGER OR CONSOLIDATION.-For pur
poses of implementing the privatization, the 
Corporation may merge or consolidate with 
the corporation established pursuant to sub
section (a)(l) if such action is contemplated 
by the plan for privatization approved by the 
President under section 1502(b). The Board 
shall have exclusive authority to approve 
such merger or consolidation and to take all 
further actions necessary to consummate 
such merger or consolidation, and no action 
by or in respect of shareholders shall be re
quired. The merger or consolidation shall be 
effected in accordance with, and have the ef
fects of a merger or consolidation under, the 
laws of the jurisdiction of incorporation of 
the surviving corporation, and all rights and 
benefits provided under this title to the Cor
pora ti on shall apply to the surviving cor
poration as if it were the Corporation. 

"(5) TAX TREATMENT OF PRIVATIZATION.
"(A) TRANSFER OF ASSETS OR MERGER.-No 

income, gain, or loss shall be recognized by 
any person by reason of the transfer of the 
Corporation's assets to, or the Corporation's 
merger with, the corporation established 
pursuant to subsection (a)(l) in connection 
with the privatization. 

"(B) CANCELLATION OF DEBT AND COMMON 
STOCK.-No income, gain, or loss shall be rec
ognized by any person by reason of any can
cellation of any obligation or common stock 
of the Corporation in connection with the 
privatization. 

"(b) OSHA REQUIREMENTS.-For purposes 
of the regulation of radiological and non
radiological hazards under the Occupational 
Safety and Health Act of 1970, the corpora
tion established pursuant to subsection (a)(l) 
shall be treated in the same manner as other 
employers licensed by the Nuclear Regu
latory Commission. Any interagency agree
ment entered into between the Nuclear Reg
ulatory Commission and the Occupational 
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Safety and Health Administration governing 
the scope of their respective regulatory au
thorities shall apply to the corporation as if 
the corporation were a Nuclear Regulatory 
Commission licensee. 

"(c) LEGAL STATUS OF PRIVATE CORPORA
TION.-

"(1) NOT FEDERAL AGENCY.-The corpora
tion established pursuant to subsection (a)(l) 
shall not be an agency, instrumentality, or 
establishment of the United States Govern
ment and shall not be a Government cor
poration or Government-controlled corpora
tion. 

"(2) NO RECOURSE AGAINST UNITED STATES.
Obligations of the corporation established 
pursuant to subsection (a)(l) shall not be ob
ligations of, or guaranteed as to principal or 
interest by, the Corporation or the United 
States, and the obligations shall so plainly 
state. 

"(3) No CLAIMS COURT JURISDICTION.-No ac
tion under section 1491 of title 28, United 
States Code, shall be allowable against the 
United States based on the actions of the 
corporation established pursuant to sub
section (a)(l). 

"(d) BOARD OF DIRECTOR'S ELECTION AFTER 
PUBLIC OFFERING.-ln the event that the pri
vatization is implernented by means of a 
public offering, an election of the members 
of the board of directors of the Corporation 
by the shareholders shall be conducted be
fore the end of the 1-year period beginning 
the date shares are first offered to the public 
pursuant to such public offering. 

"(e) ADEQUATE PROCEEDS.-The Secretary 
of Energy shall not allow the privatization of 
the ·corporation unless before the sale date 
the Secretary determines that the estimated 
sum of the gross proceeds from the sale of 
the Corporation will be an adequate 
amount.". 

(2) OWNERSHIP LIMITATIONS.-Chapter 25 (as 
amended by paragraph (1)) is amended by 
adding at the end the following new section: 
"SEC. 1504. OWNERSHIP LIMITATIONS. 

"(a) SECURITIES LIMITATION.-ln the event 
that the privatization is implemented by 
means of a public offering, during a period of 
3 years beginning on the privatization date, 
no person, directly or indirectly, may ac
quire or hold securities representing more 
than 10 percent of the total votes of all out
standing voting securities of the Corpora
tion. 

"(b) APPLICATION.-Subsection (a) shall not 
apply-

"(l) to any employee stock ownership plan 
of the Corporation, 

"(2) to underwriting syndicates holding 
shares for resale, or 

"(3) in the case of shares beneficially held 
for others, to commercial banks, broker
dealers, clearing corporations, or other 
nominees. 

"(c) No director, officer, or employee of the 
Corporation may acquire any securities, or 
any right to acquire securities, of the Cor
poration-

"(l) in the public offering of securities of 
the Corporation in the implementation of 
the privatization, 

"(2) pursuant to any agreement, arrange
ment, or understanding entered into before 
the privatization date, or 

"(3) before the election of directors of the 
Corporation under section 1503(d) on any 
terms more favorable than those offered to 
the general public.". 

(3) EXEMPTION FROM LIABILITY.-Chapter 25 
(as amended by paragraph (2)) is amended by 
adding at the end the following new section: 

"SEC. '1505. EXEMPTION FROM LIABILITY. 
"(a) IN GENERAL.-No director, officer, em

ployee, or agent of the Corporation shall be 
liable, for money damages or otherwise, to 
any party if, with respect to the subject mat
ter of the action, suit, or proceeding, such 
person was fulfilling a duty, in connection 
with any action taken in connection with 
the privatization, which such person in good 
faith reasonably believed to be required by 
law or vested in such person. 

"(b) EXCEPTION.-The privatization shall be 
subject to the Securities Act of 1933 and the 
Securities Exchange Act of 1934. The exemp
tion set forth in subsection (a) shall not 
apply to claims arising under such Acts or 
under the Constitution or laws of any State, 
territory, or possession of the United States 
relating to transactions in securities, which 
claims are in connection with a public offer
ing implementing the privatization.". 

(4) RESOLUTION OF CERTAIN ISSUES.-Chap
ter 25 (as amended by paragraph (3)) is 
amended by adding at the end the following 
new section: 
"SEC. 1506. RESOLUTION OF CERTAIN ISSUES. 

"(a) CORPORATION ACTIONS.-Notwithstand
ing any provision of any agreement to which 
the Corporation is a party, the Corporation 
shall not be considered to be in breach, de
fault, or violation of any such agreement be
cause of any provision of this chapter or any 
action the Corporation is required to take 
under this chapter. 

"(b) RIGHT To SUE WITHDRAWN.-The Unit
ed States hereby withdraws any stated or 
implied consent for the United States, or any 
agent or officer of the United States, to be 
sued by any person for any legal, equitable, 
or other relief with respect to any claim 
arising out of, or resulting from, acts or 
omissions under this chapter.". 

(5) APPLICATION OF PRIVATIZATION PRO
CEEDS.-Chapter 25 (as amended by para
graph (4)) is amended by adding at the end 
the following new section: 
"SEC. 1507. APPLICATION OF PRIVATIZATION 

PROCEEDS. 
"The proceeds from the privatization shall 

be included in the budget baseline required 
by the Balanced Budget and Emergency Defi
cit Control Act of 1985 and shall be counted 
as an offset to direct spending for purposes of 
section 252 of such Act, notwithstanding sec
tion 257(e) of such Act.". 

(6) CONFORMING AMENDMENT.-The table of 
contents for chapter 25 is amended by insert
ing after the item for section 1502 the follow
ing: 
"Sec. 1503. Establishment of private cor-

poration. 
"Sec. 1504. Ownership limitations. 
"Sec. 1505. Exemption from liability. 
"Sec. 1506. Resolution of certain issues. 
"Sec. 1507. Application of privatization pro-

ceeds.''. 
(7) Section 193 (42 U.S.C. 2243) is amended 

by adding at the end the following: 
"(f) LIMITATION.-If the privatization of the 

United States Enrichment Corporation re
sults in the Corporation being-

"(l) owned, controlled, or dominated by a 
foreign corporation or a foreign government, 
or 

"(2) otherwise inimical to the common de
fense or security of the United States, 
any license held by the Corporation under 
sections 53 and 63 shall be terminated.". 

(8) PERIOD FOR CONGRESSIONAL REVIEW.
Section 1502(d) (42 U.S.C. 2297d-l(d)) is 
amended by striking "less than 60 days after 
notification of the Congress" and inserting 
"less than 60 days after the date of the re-

port to Congress by the Comptroller General 
under subsection (c)". 

(g) PERIODIC CERTIFICATION OF COMPLI
ANCE.-Section 170l(c)(2) (42 U.S.C. 2297f(c)(2)) 
is amended by striking "ANNUAL APPLICATION 
FOR CERTIFICATE OF COMPLIANCE.-The Cor
poration shall apply at least annually to the 
Nuclear Regulatory Commission for a cer
tificate of compliance under paragraph (l)." 
and inserting "PERIODIC APPLICATION FOR 
CERTIFICATE OF COMPLIANCE.-The Corpora
tion shall apply to the Nuclear Regulatory 
Commission for a certificate of compliance 
under paragraph (1) periodically, as deter
mined by the Nuclear Regulatory Commis
sion, but not less than every 5 years.". 

(h) LICENSING OF OTHER TECHNOLOGIES.
Subsection (a) of section 1702 (42 U.S.C. 2297f
l(a)) is amended by striking "other than" 
and inserting "including". 

(i) CONFORMING AMENDMENTS.-
(1) REPEALS IN ATOMIC ENERGY ACT OF 1954 

AS OF THE PRIVATIZATION DATE.-
(A) REPEALS.-As of the privatization date 

(as defined in section 1201(13) of the Atomic 
Energy Act of 1954), the following sections 
(as in effect on such privatization date) of 
the Atomic Energy Act of 1954 are repealed: 

(i) Section 1202. 
(ii) Sections 1301 through 1304. 
(iii) Sections 1306 through 1316. 
(iv) Sections 1404 and 1405. 
(v) Section 1601. 
(vi) Sections 1603 through 1607. 
(B) CONFORMING AMENDMENT.-The table of 

contents of such Act is amended by repealing 
the items referring to sections repealed by 
paragraph (1). 

(2) STATUTORY MODIFICATIONS.-As of such 
privatization date, the following shall take 
effect: 

(A) For purposes of title I of the Atomic 
Energy Act of 1954, all references in such Act 
to the "United States Enrichment Corpora
tion" shall be deemed to be references to the 
corporation established pursuant to section 
1503 of the Atomic Energy Act of 1954 (as 
added by subsection (f)(l)). 

(B) Section 1018(1) of the Energy Policy 
Act of 1992 (42 U.S.C. 2296b-7(1)) is amended 
by striking "the United States" and all that 
follows through the period and inserting 
"the corporation referred to in section 
1201(4) of the Atomic Energy Act of 1954.". 

(C) Section 9101(3) of title 31, United States 
Code, is amended by striking subparagraph 
(N), as added by section 902(b) of Public Law 
102-486. 

(3) REVISION OF SECTION 1305.-As of such 
privatization date, section 1305 of the Atomic 
Energy Act of 1954 (42 U.S.C 2297b-4) is 
amended-

(A) by repealing subsections (a), (b), (c), 
and (d), and 

(B) in subsection (e}--
(i) by striking the subsection designation 

and heading, 
(ii) by redesignating paragraphs (1) and (2) 

(as added by subsection (d)(l)) as subsections 
(a) and (b) and by moving the margins 2-ems 
to the left, 

(iii) by striking paragraph (3), and 
(iv) by redesignating paragraph (4) (as 

amended by subsection (d)(2)) as subsection 
(c), and by moving the margins 2-ems to the 
left. 
SEC. 1102. MAKING PERMANENT NUCLEAR REGU-

LATORY COMMISSION ANNUAL 
CHARGES. 

Paragraph (3) of section 610l(a)(3) of the 
Omnibus Budget Reconciliation Act of 1990 
(42 U.S.C. 2214(a)(3)) is repealed. 
SEC. 1103. COGENERATION. 

Section 804(2)(B) of the National Energy 
Conservation Policy Act (42 U.S.C. 



October 20, 1995 CONGRESSIONAL RECORD-HOUSE 28781 
8287c(2)(B)) is amended by striking", exclud
ing any cogeneration process for other than 
a federally owned building or buildings or 
other federally owned facilities". 
SEC. 1104. FEMA RADIOLOGICAL EMERGENCY 

PREPAREDNESS FEES. 
(a) IN GENERAL.-The Director of the Fed

eral Emergency Management Agency may 
assess and collect fees applicable to persons 
subject to radiological emergency prepared
ness regulations issued by the Director. 

(b) REQUIREMENTS.-The assessment and 
collection of fees by the Director under sub
section (a) shall be fair and equitable and 
shall reflect the full amount of costs to the 
Agency of providing radiological emergency 
planning, preparedness, response, and associ
ated services. Such fees shall be assessed by 
the Director in a manner which reflects the 
use of resources of the Agency for classes of 
regulated persons and the administrative 
costs of collecting such fees. 

(c) AMOUNT OF FEES.-The aggregate 
amount of fees assessed under subsection (a) 
in a fiscal year shall approximate, but not be 
less than, 100 percent of the amounts antici
pated by the Director to be obligated for the 
radiological emergency preparedness pro
gram of the Agency for such fiscal year. 

(d) DEPOSIT OF FEES IN TREASURY.-Fees 
received pursuant to subsection (a) shall be 
deposited in the general fund of the Treasury 
as offsetting receipts. 

Subtitle B--Central Utah 
SEC. 1121. PREPAYMENT OF CERTAIN REPAY

MENT CONTRACTS BETWEEN THE 
UNITED STATES AND THE CENTRAL 
UTAH WATER CONSERVANCY DIS
TRICT. 

The second sentence of section 210 of the 
Central Utah Project Completion Act (106 
Stat. 4624) is amended to read as follows: 
"The Secretary of the Interior shall allow 
for prepayment of the repayment contract 
between the United States and the Central 
Utah Water Conservancy District dated De
cember 28, 1965, and supplemented on Novem
ber 26, 1985, providing for repayment of the 
municipal and industrial water delivery fa
cilities for which repayment is provided pur
suant to such contract, under such terms and 
conditions as the Secretary deems appro
priate to protect the interest of the United 
States, which shall be similar to the terms 
and conditions contained in the supple
mental contract that provided for the pre
payment of the Jordan Aqueduct dated Octo
ber 28, 1993. The District shall exercise its 
right to prepayment pursuant to this section 
by the end of fiscal year 2002. ". 

Subtitle C-Army Corps of Engineers 
SEC. 1131. REGULATORY PROGRAM FUND. 

(a) ESTABLISHMENT.-There is established 
in the Treasury of the United States the 
"Army Civil Works Regulatory Program 
Fund" (hereinafter in this section referred to 
as the "Regulatory Program Fund") into 
which shall be deposited fees collected by the 
Secretary of the Army pursuant to sub
section (b). Amounts deposited into the Reg
ulatory Program Fund are authorized to be 
appropriated to the Secretary of the Army to 
cover a portion of the expenses incurred by 
the Department of the Army in administer
ing laws pertaining to the regulation of the 
navigable waters of the United States, in
cluding wetlands. 

(b) REGULATORY FEES.-
(1) COLLECTION.-Not later than 60 days 

after the date of the enactment of this Act, 
the Secretary of the Army shall establish 
fees for the evaluation of commercial permit 
applications, for the recovery of costs associ
ated with the preparation of environmental 

impact statements required by the National 
Environmental Policy Act of 1969, and for 
the recovery of costs associated with wet
lands delineations for major developments 
affecting wetlands. The Secretary shall col
lect such fees and deposit amounts collected 
pursuant to this paragraph into the Regu
latory Program Fund. 

(2) FEES.-The fees described in paragraph 
(1) shall be established by the Secretary of 
the Army at rates that will allow for the re
covery of receipts at amounts sufficient to 
cover the costs for which the fees are estab
lished under paragraph (1). 

Subtitle D-Helium Reserve 
SEC. 1141. SALE OF HELIUM PROCESSING AND 

STORAGE FACILITY. 
(a) SHORT TITLE.-This section may be 

cited as the "Helium Act of 1995". 
(b) REFERENCES.-Except as otherwise ex

pressly provided, whenever in this section an 
amendment or repeal is expressed in terms of 
an amendment to, or repeal of, a section or 
other provision, the reference shall be con
sidered to be made to a section or other pro
vision of the Helium Act (50 U.S.C. 167 to 
167n). 

(c) AUTHORITY OF SECRETARY.-Sections 3, 
4, and 5 are amended to read as follows: 
"SEC. 3. AUTHORITY OF SECRETARY. 

"(a) EXTRACTION AND DISPOSAL OF HELIUM 
ON FEDERAL LANDS.-(1) The Secretary may 
enter into agreements with private parties 
for the recovery and disposal of helium on 
Federal lands upon such terms and condi
tions as he deems fair, reasonable and nec
essary. The Secretary may grant leasehold 
rights to any such helium. The Secretary 
may not enter into any agreement by which 
the Secretary sells such helium other than 
to a private party with whom the Secretary 
has an agreement for recovery and disposal 
of helium. Such agreements may be subject 
to such rules and regulations as may be pre
scribed by the Secretary. 

"(2) Any agreement under this subsection 
shall be subject to the existing rights of any 
affected Federal oil and gas lessee. Each 
such agreement (and any extension or re
newal thereof) shall contain such terms and 
conditions as deemed appropriate by the Sec
retary. 

"(3) This subsection shall not in any man
ner affect or diminish the rights and obliga
tions of the Secretary and private parties 
under agreements to dispose of helium pro
duced from Federal lands in existence at the 
enactment of the Helium Act of 1995 except 
to the extent that such agreements are re
newed or extended after such date. 

"(b) STORAGE, TRANSPORTATION AND 
SALE.-The Secretary is authorized to store, 
transport, and sell helium only in accord
ance with this Act. 

"(c) MONITORING AND REPORTING.-The Sec
retary is authorized to monitor helium pro
duction and helium reserves in the United 
States and to periodically prepare reports re
garding the amounts of helium produced and 
the quantity of crude helium in storage in 
the United States. 
"SEC. 4. STORAGE AND TRANSPORTATION OF 

CRUDE HELIUM. 
"(a) STORAGE AND TRANSPORTATION.-The 

Secretary is authorized to store and trans
port crude helium and to maintain and oper
ate existing crude helium storage at the Bu
reau of Mines Cliffside Field, together with 
related helium transportation and with
drawal facilities. 

"(b) CESSATION OF PRODUCTION, REFINING, 
AND MARKETING.-Effective one year after 
the date of enactment of the Helium Act of 
1995, the Secretary shall cease producing, re-

fining and marketing refined helium and 
shall cease carrying out all other activities 
relating to helium which the Secretary was 
authorized to carry out under this Act before 
the date of enactment of the Helium Act of 
1995, except those activities described in sub
section (a). 

"(c) DISPOSAL OF FACILITIES.-(!) Within 
one year after the date of enactment of the 
Helium Act of 1995, the Secretary shall dis
pose of all facilities, equipment, and other 
real and personal property, together with all 
interests therein, held by the United States 
for the purpose of producing, refining and 
marketing refined helium. The disposal of 
such property shall be in accordance with 
the provisions of law governing the disposal 
of excess or surplus properties of the United 
States. 

"(2) All proceeds accruing to the United 
States by reason of the sale or other disposal 
of such property shall be treated as moneys 
received under this chapter for purposes of 
section 6(f). All costs associated with such 
sale and disposal (including costs associated 
with termination of personnel) and with the 
cessation of activities under subsection (b) 
shall be paid from amounts available in the 
helium production fund established under 
section 6(f). 

"(3) Paragraph (1) shall not apply to any 
facilities, equipment, or other real or per
sonal property, or any interest therein, nec
essary for the storage and transportation of 
crude helium. 

"(d) EXISTING CONTRACTS.-All contracts 
which were entered into by any person with 
the Secretary for the purchase by such per
son from the Secretary of refined helium and 
which are in effect on the date of the enact
ment of the Helium Act of 1995 shall remain 
in force and effect until the date on which 
the facilities referred to in subsection (c) are 
disposed of. Any costs associated with the 
termination of such contracts shall be paid 
from the helium production fund established 
under section 6(f). 
"SEC. 5. FEES FOR STORAGE, TRANSPORTATION 

AND WITHDRAWAL 
"Whenever the Secretary provides helium 

storage; withdrawal, or transportation serv
ices to any person, the Secretary is author
ized and directed to impose fees on such per
son to reimburse the Secretary for the full 
costs of providing such storage, transpor
tation, and withdrawal. All such fees re
ceived by the Secretary shall be treated as 
moneys received under this Act for purposes 
of section 6(f). ". 

(d) SALE OF CRUDE HELIUM.-Section 6 is 
amended as follows: 

(1) Subsection (a) is amended by striking 
out "from the Secretary" and inserting 
"from persons who have entered into en
forceable contracts to purchase an equiva
lent amount of crude helium from the Sec
retary". 

(2) Subsection (b) is amended by inserting 
"crude" before "helium" and by adding the 
following at the end thereof: "Except as may 
be required by reason of subsection (a), the 
Secretary shall not make sales of crude he
lium under this section in such amounts as 
will disrupt the market price of crude he
lium.". 

(3) Subsection (c) is amended by inserting 
"crude" before "helium" after the words 
"Sales of'' and by striking "together with in
terest as provided in this subsection" and all 
that follows down through the period at the 
end of such subsection and inserting the fol
lowing: "all funds required to be repaid to 
the United States as of October 1, 1994 under 
this section (hereinafter referred to as 're
payable amounts'). The price at which crude 
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helium is sold by the Secretary shall not be 
less than the amount determined by the Sec
retary as follows: 

"(1) Divide the outstanding amount of such 
repayable amounts by the volume (in mcf) of 
crude helium owned by the United States 
and stored in the Bureau of Mines Cliffside 
Field at the time of the sale concerned. 

"(2) Adjust the amount determined under 
paragraph (1) by the Consumer Price Index 
for years beginning after December 31, 1994.". 

(4) Subsection (d) is amended to read as 
follows: 

"(d) EXTRACTION OF HELIUM FROM DEPOSITS 
ON FEDERAL LANDS.-All moneys received by 
the Secretary from the sale or disposition of 
helium on Federal lands shall be paid to the 
Treasury and credited against the amounts 
required to be repaid to the Treasury under 
subsection (c) of this section.". 

(5) Subsection (e) is repealed. 
(6) Subsection (f) is amended by inserting 

"(1)" after "(f)" and by adding the following 
at the end thereof: 

"(2) Within 7 days after the commence
ment of each fiscal year after the disposal of 
the facilities referred to in section 4(c), all 
amounts in such fund in excess of $2,000,000 
(or such lesser sum as the Secretary deems 
necessary to carry out this Act during such 
fiscal year) shall be paid to the Treasury and 
credited as provided in paragraph (1). Upon 
repayment of all amounts referred to in sub
section (c), the fund established under this 
section shall be terminated and all moneys 
received under this Act shall be deposited in 
the Treasury as General Revenues.". 

(e) ELIMINATION OF STOCKPILE.-Section 8 is 
amended to read as follows: 
"SEC. 8. ELIMINATION OF STOCKPILE. 

"(a) REVIEW OF RESERVES.-Not later than 
January 1, 2014 the Secretary shall review 
the known helium reserves in the United 
States and make a determination as to the 
expected life of the domestic helium reserves 
(other than federally owned helium stored at 
the Cliffside Reservoir) at that time. 

"(b) RESERVES BELOW 1 BCF IN 2014.-Not 
later than January 1, 2014, if the Secretary 
determines that domestic helium reserves 
(other than federally owned helium stored at 
the Cliffside Reservoir) are less than 1 billion 
cubic feet (bcf), the Secretary shall com
mence making sales of crude helium from 
helium reserves owned by the United States 
in such amounts as may be necessary to dis
pose of all such helium reserves in excess of 
600 million cubic feet (mcf) by January 1, 
2019. The sales shall be at such times and in 
such lots as the Secretary determines, in 
consultation with the helium industry, nec
essary to carry out this subsection. The 
price for all such sales, as determined by the 
Secretary in consultation with the helium 
industry, shall be such as will ensure repay
ment of the amounts required to be repaid to 
the Treasury under section 6(c) by the year 
2019 with minimum market disruption. The 
date specified in this subsection for comple
tion of such sales and for repayment of debt 
may be extended by the Secretary for a pe
riod of not to exceed 5 additional years if 
necessary in order to assure repayment of 
such debt with minimum market disruption. 

"(c) RESERVES ABOVE 1 BCF IN 2014.-Not 
later than January 1, 2014, if the Secretary 
determines that domestic helium reserves 
(other than federally owned helium stored at 
the Cliffside Reservoir) are more than 1 bil
lion cubic feet (bcf), the Secretary shall com
mence making sales of crude helium from 
helium reserves owned by the United States 
in such amounts as may be necessary to dis
pose of all such helium reserves in excess of 

600 million cubic feet (mcf) by January 1, 
2024. The sales shall be at such times and in 
such lots as the Secretary determines, in 
consultation with the helium industry, nec
essary to carry out this subsection with min
imum disruption of the market for crude he
lium. 

"(d) DISCOVERY OF ADDITIONAL RESERVES.
The discovery of additional helium reserves 
after the year 2014 shall not affect the duty 
of the Secretary to make sales of helium as 
provided in subsection (b) or (c), as the case 
may be.". 

(f) REPEAL OF AUTHORITY To BORROW.-Sec
tions 12 and 15 are repealed. 

Subtitle E-Territories 
SEC. 1151. TERMINATION OF ANNUAL DIRECT AS

SISTANCE TO NORTHERN MARIANA 
ISLANDS. 

(a) IN GENERAL.-No annual payment may 
be made under section 701, 702, or 704 of the 
Covenant to Establish a Commonwealth of 
the Northern Mariana Islands in Political 
Union with the United States of America (48 
U.S.C. 1681 note), for any fiscal year begin
ning after September 30, 1995. 

(b) ELIMINATION OF 7-YEAR EXTENSIONS.
(1) IN GENERAL.-The Act of March 24, 1976 

(90 Stat. 263; 16 U.S.C. 1681 note), is amended 
by striking sections 3 and 4. 

(2) CONFORMING CHANGES.-(A) Section 5 of 
the Act of March 24, 1976 (90 Stat. 263; 16 
U.S.C. 1681 note) is redesignated as section 3. 

(B) Section 3 of such Act, as redesignated 
by subparagraph (A) of this paragraph, is 
amended-

(i) by striking "agreement identified in 
section 3 of this Act" and inserting "Agree
ment of the Special Representatives on Fu
ture United States Financial Assistance for 
the Government of the Northern Mariana Is
lands, executed June 10, 1985, between the 
special representative of the President of the 
United States and the special representa
tives of the Governor of the Northern Mari
ana Islands"; and 

(ii) by striking "Interior and Insular Af
fairs" and inserting "Resources". 

TITLE II-AGRICULTURAL PROGRAMS 
SEC. 2001. SHORT TITLE AND TABLE OF CON· 

TENTS. 
(a) SHORT TITLE.-This title may be cited 

as the "Agricultural Reconciliation Act of 
1995". 

(b) TABLE OF CONTENTS.-The table of con
tents of this title is as follows: 

TITLE II-AGRICULTURAL PROGRAMS 
Sec. 2001. Short title and table of contents. 

Subtitle A-Extension and Modification of 
Various Commodity Programs 

Sec. 2101. Extension of loans, payments, and 
acreage reduction programs for 
wheat through 2002. 

Sec. 2102. Extension of loans, payments, and 
acreage reduction programs for 
feed grains through 2002. 

Sec. 2103. Extension of loans, payments, and 
acreage reduction programs for 
cotton through 2002. 

Sec. 2104. Extension of loans, payments, and 
acreage reduction programs for 
rice through 2002. 

Sec. 2105. Extension of loans and payments 
for oilseeds through 2002. 

Sec. 2106. Increase in flex acres. 
Sec. 2107. Reduction in 50/85 and 0/85 pro

grams. 
Subtitle B-Sugar 

Sec. 2201. Extension and modification of 
sugar program. 
Subtitle C-Peanuts 

Sec. 2301. Extension of price support pro
gram for peanuts and related 
programs. 

Sec. 2302. National poundage quotas and 
acreage allotments. 

Sec. 2303. Sale, lease, or transfer of farm 
poundage quota. 

Sec. 2304. Penalty for reentry of exported 
peanut products. 

Sec. 2305. Price support program for pea
nuts. 

Sec. 2306. Referendum regarding poundage 
quotas. 

Sec. 2307. Regulations. 
Subtitle D-Tobacco 

Sec. 2401. Elimination of Federal budgetary 
outlays for tobacco programs. 

Sec. 2402. Establishment of farm yield for 
Flue-cured tobacco based on in
dividual farm production his
tory. 

Sec. 2403. Removal of farm reconstitution 
exception for Burley tobacco. 

Sec. 2404. Reduction in percentage threshold 
for transfer of Flue-cured to
bacco quota in cases of disaster. 

Sec. 2405. Expansion of types of tobacco sub
ject to no net cost assessment. 

Sec. 2406. Repeal of reporting requirements 
relating to export of tobacco. 

Sec. 2407. Repeal of limitation on reducing 
national marketing quota for 
Flue-cured and Burley tobacco. 

Sec. 2408. Application of civil penalties 
under Tobacco Inspection Act. 

Sec. 2409. Transfers of quota or allotment 
across county lines in a State. 

Sec. 2410. Calculation of national marketing 
quota. 

Sec. 2411. Clarification of authority to ac
cess civil money penalties. 

Sec. 2412. Lease and transfer of farm mar
keting quotas for Burley to
bacco. 

Sec. 2413. Limi ta ti on on transfer of acreage 
allotments of other tobacco. 

Sec. 2414. Good faith reliance on actions or 
advice of Department rep
resentatives. 

Sec. 2415. Uniform forfeiture dates for Flue
cured and Burley tobacco. 

Sec. 2416. Sale of Burley and Flue-cured to
bacco marketing quotas for a 
farm by recent purchasers. 

Subtitle E-Planting Flexibility 
Sec. 2501. Definitions. 
Sec. 2502. Crop and total acreage bases. 
Sec. 2503. Planting flexibility. 
Sec. 2504. Farm program payment yields. 
Sec. 2505. Application of provisions. 

Subtitle F-Miscellaneous Provisions 
Sec. 2601. Limitations on amount of defi

ciency payments and land di
version payments. 

Sec. 2602. Sense of Congress regarding cer
tain Canadian tra.de practices. 

Subtitle A-Extension and Modification of 
Various Commodity Programs 

SEC. 2101. EXTENSION OF LOANS, PAYMENTS, 
AND ACREAGE REDUCTION PRO
GRAMS FOR WHEAT THROUGH 2002. 

(a) AGRICULTURAL ACT OF 1949.-Section 
107B of the Agricultural Act of 1949 (7 U.S.C. 
1445b-3a) is amended-

(1) in the section heading by striking 
"1995" and inserting "2002"; 

(2) in subsections (a)(l), (a)(4)(C), (b)(l), 
(c)(l)(A), (c)(l)(B)(iii), (e)(l)(G), (e)(3)(A), 
(e)(3)(C)(iii), (f)(l), (q), by striking "1995" 
each place it appears and inserting "2002"; 

(3) in the heading of subsection (c)(l)(B)(ii), 
by striking "AND 1995" and inserting 
"THROUGH 2002"; 

(4) in subsection (c)(l)(B)(ii), by striking 
"and 1995" and inserting "through 2002"; 

(5) in subsection (c)(l)(E)(vii), by striking 
"1997" and inserting "2002"; 
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(6) in the heading of subsection (e)(l)(G), by 

striking " 1995" and inserting "2002"; and 
(7) in subsection (g)(l), by striking " and 

1995" and inserting "through 2002". 
(b) FOOD SECURITY WHEAT RESERVE.-Sec

tion 302(i) of the Food Security Wheat Re
serve Act of 1980 (7 U .S.C. 1736f-l(i)) is 
amended by striking "1995" both places it 
appears and inserting "2002". 

(c) NONAPPLICABILITY OF CERTIFICATE RE
QUIREMENTS.-Sections 379d through 379j of 
the Agricultural Adjustment Act of 1938 (7 
U.S.C. 1379d- 1379j) shall not be applicable to 
wheat processors or exporters during the pe
riod June 1, 1996, through May 31, 2003. 

(d) SUSPENSION OF LAND USE, WHEAT MAR
KETING ALLOCATION, AND PRODUCER CERTIFI
CATE PROVISIONS.-Sections 331 through 339, 
379b, and 379c of the Agricultural Adjust
ment Act of 1938 (7 U.S.C. 1331 through 1339, 
1379b, and 1379c) shall not be applicable to 
the 1996 through 2002 crops of wheat. 

(e) SUSPENSION OF CERTAIN QUOTA PROVI
SIONS.-.The joint resolution entitled "A 
joint resolution relating to corn and wheat 
marketing quotas under the Agricultural Ad
justment Act of 1938, as amended", approved 
May 26, 1941 (7 U.S.C. 1330 and 1340), shall not 
be applicable to the crops of wheat planted 
for harvest in the calendar years 1996 
through 2002. 

(f) NONAPPLICABILITY OF SECTION 107 OF AG
RICULTURAL ACT OF 1949.-Section 107 of the 
Agricultural Act of 1949 (7 U.S.C . 1445a) shall 
not be applicable to the 1996 through 2002 
crops of wheat. 
SEC. 2102. EXTENSION OF LOANS, PAYMENTS, 

AND ACREAGE REDUCTION PRO· 
GRAMS FOR FEED GRAINS THROUGH 
2002. 

(a) AGRICULTURAL ACT OF 1949.-Section 
105B of the Agricultural Act of 1949 (7 U.S.C. 
14440 is amended-

(!) in the section heading, by striking 
"1995" and inserting "2002"; 

(2) in subsections (a)(l), (a)(4)(C), (a)(6), 
(b)(l), (c)(l)(A), (c)(l)(B)(iii), (e)(l)(G), 
(e)(l)(H), (e)(2)(H), (e)(3)(A), (e)(3)(C)(iii), 
(f)(l), (p)(l), (q)(l), and (r), by striking "1995" 
each place it appears and inserting "2002"; 

(3) in the heading of subsection (c)(l)(B)(ii), 
by striking "AND 1995" and inserting 
" THROUGH 2002"; 

(4) in subsection (c)(l)(B)(ii), by striking 
"and 1995" and inserting "through 2002"; 

(5) in subsection (c)(l)(E)(vii), by striking 
" 1997" and inserting "2002"; 

(6) in the headings of subsections (e)(l)(G) 
and (e)(l)(H), by striking "1995" both places it 
appears and inserting "2002"; and 

(7) in subsection (g)(l), by striking "and 
1995" and inserting "through 2002". 

(b) RECOURSE LOAN PROGRAM FOR SILAGE.
Section 403 of the Food Security Act of 1985 
(7 U.S.C. 1444e-1) is amended by striking 
"1996" and inserting "2002". 

(c) NONAPPLICABILITY OF SECTION 105 OF AG
RICULTURAL ACT OF 1949.-Section 105 of the 
Agricultural Act of 1949 (7 U.S.C. 1444b) shall 
not be applicable to the 1996 through 2002 
crops of feed grains. 
SEC. 2103. EXTENSION OF LOANS, PAYMENTS, 

AND ACREAGE REDUCTION PRO· 
GRAMS FOR CO'ITON THROUGH 2002. 

(a) EXTRA LONG STAPLE COTTON.-Section 
103(h)(16) of the Agricultural Act of 1949 (7 
U.S.C. 1444(h)(16)) is amended by striking 
"1996" and inserting "2003". 

(b) UPLAND COTTON.-Section 103B of the 
Agricultural Act of 1949 (7 U.S .C. 1444-2) is 
amended- · 

(1) in the section heading, by striking 
"1997" and inserting "2002"; 

(2) in subsections (a)(l), (b)(l), (c)(l)(A), 
(c)(l)(B)(ii), (c)(l)(D)(v)(Il), and (o), by strik-

ing "1997" each place it appears and insert- SEC. 2106. INCREASE IN FLEX ACRES. 
ing "2002"; (a) WHEAT.-Subsection (c)(l)(C)(ii) of sec-

(3) in the heading of subsection tion 107B of the Agricultural Act of 1949 (7 
(c)(l)(D)(v)(Il), by striking " 1997 CROPS" and U.S.C. 1445b--3a) is amended by striking "85 
inserting "2002 CROPS"; percent" and inserting "85 percent (through 

(4) in subsection (e)(l)(D), by striking "the the 1995 crop of wheat) and 79 percent (for 
1997 crop" and inserting " each of the 1997 the 1996 through 2002 crops)" . 
through 2002 crops"; (b) FEED GRAINS.-Subsection (c)(l)(C)(ii) 

(5) in subsections (e)(3)(A) and (f)(l), by of section 105B of such Act (7 U .S.C. 1444f) is 
striking " 1995" each place it appears and in- amended by striking "85 percent" and insert
serting " 2002"; and ing "85 percent (through the 1995 crop) and 79 

(6) in subparagraphs (B)(i), (D)(i), (E)(i), percent (for the 1996 through 2002 crops)". 
and (F)(i) of subsection (a)(5), by striking (c) UPLAND COTTON.- Subsection 
"1998" each place it appears and inserting · (c)(l)(C)(ii) of section 103B of such Act (7 
" 2003". U.S .C. 1444-2) is amended by striking "85 per-

(c) COTTONSEED AND COTTONSEED OIL.- Sec- cent" and inserting "85 percent (through the 
tion 203(b) of the Agricultural Act of 1949 (7 1995 crop of upland cotton) and 79 percent 
U.S.C. 1446d(b)) is amended by striking (for the 1996 through 2002 crops)". 
"1995" and inserting "2002". (d) RICE.-Subsection (c)(l)(C)(ii) of section 

(d) AGRICULTURAL ADJUSTMENT ACT OF lOlB of such Act (7 u.s.c. 1441-2) is amended 
1938.-Section 374(a) of the Agricultural Ad- by striking "85 percent" and inserting "85 
justment Act of 1938 (7 U.S.C. 1374(a)) is percent (through the 1995 crop of rice) and 79 
amended by striking "1995" each place it ap- percent (for the 1996 through 2002 crops)". 
pears and inserting "2002". 

(e) SUSPENSION OF BASE ACREAGE ALLOT- SEC. 2107. REDUCTION IN 50/85 AND 0/85 PRO· 

MENTS, MARKETING QUOTAS, AND RELATED GRAMS. 
PROVISIONS.-Sections 342, 343, 344, 345, 346, (a) RICE.-Section 101B(c)(l)(D) of the Agri-
and 377 of the Agricultural Adjustment Act cultural Act of 1949 (7 U.S.C. 1441-2(c)(l)(D)) 

is amended-
of 1938 (7 U.S.C. 1342-1346 and 1377) shall not (l) in the subparagraph heading, by strik-
be applicable to any of the 1996 through 2002 
crops of upland cotton. ing "50/85 PROGRAM" and inserting "50/80 PRO-

(f) SUSPENSION OF MISCELLANEOUS COTTON GRAM"; and 
PROVISIONS.-Section 103(a) of the Agricul- (2) in clause (i), by striking "8 percent for 
tural Act of 1949 (7 U.S.C. 1444(a)) shall not each of the 1991 through 1993 crops, and 15 
be applicable to the 1996 through 2002 crops. percent for each of the 1994 through 1997 

(g) PRELIMINARY ALLOTMENTS FOR 2003 crops" both places it appears and inserting 
CROP OF UPLAND COTTON.-Notwithstanding "20 percent for each of the 1996 through 2002 
any other provision of law, the permanent crops" . 
State, county, and farm base acreage allot- (b) COTTON.-Section 103B(c)(l)(D) of such 
ments for the 1977 crop of upland cotton, ad- Act (7 U.S.C. 1444-2(c)(l)(D)) is amended
justed for any underplantings in 1977 and re- (1) in the subparagraph heading, by strik
constituted as provided in section 379 of the ing "50/85 PROGRAM" and inserting "50/80 PRO
Agricultural Adjustment Act of 1938 (7 U.S.C. GRAM"; and 
1379), shall be the preliminary allotments for (2) in clause (i), by striking "8 percent for 
the 2003 crop. each of the 1991 through 1993 crops, and 15 

(h) COTTON CLASSIFICATION SERVICES.-The percent for each of the 1994 through 1997 
first sentence of section 3a of the Act of crops" both places it appears and inserting 
March 3, 1927 (commonly known as the "Cot- "20 percent for each of the 1996 through 2002 
ton Statistics and Estimates Act") (chapter crops". 
337; 7 U.S.C. 473a), is amended by striking (c) FEED GRAINS.-Section 105B(c)(l)(E) of 
"1996" and inserting "2002". such Act (7 U.S.C. 1444f(c)(l)(E)) is amended-
SEC. 2104. EXTENSION OF LOANS, PAYMENTS, (1) in the subparagraph heading, by strik-

AND ACREAGE REDUCTION PRO· ing "0/85 PROGRAM" and inserting "0/80 PRO-
GRAMS FOR RICE THROUGH 2002. GRAM"; and 

Section 101B of the Agricultural Act of 1949 (2) in clause (i), by striking "8 percent for 
(7 U.S.C. 1441-2) is amended-

(!) in the section heading, by striking each of the 1991 through 1993 crops, and 15 
"1995" and inserting .. 2002 .. ; percent for each of the 1994 through 1997 

(2) in subsections (a)(l), (a)(3), (b)(l), crops" both places it appears and inserting 
(c)(l)(A), (c)(l)(B)(iii), (e)(3)(A), (f)(l), and (n), "20 percent for each of the 1996 through 2002 

crops". 
by striking "1995" each place it appears and (d) WHEAT.-Section 107B(c)(l)(E) of such 
inserting "2002"; 

(3) in subsection (a)(5)(D)(i), by striking Act (7 U.S.C. 1445-3a(c)(l)(E)) is amended-
" 1996" and inserting "200l"; (1) in the subparagraph heading, by strik-

(4) in the heading of subsection (c)(l)(B)(ii), ing "0/85 PROGRAM" and inserting "0180 PRO
by striking "AND 1995" and inserting GRAM"; and 
"THROUGH 2002"; (2) in clause (i), by striking "8 percent for 

(5) in subsection (c)(l)(B)(ii), by striking each of the 1991 through 1993 crops, and 15 
"and 1995" and inserting "through 2002 .. ; percent for· each of the 1994 through 1997 

(6) in subsection (c)(l)(D)(v)(Il), by striking crops" both places it appears and inserting 
"1997" and inserting "2002"; and "20 percent for each of the 1996 through 2002 

(7) in the heading of subsect1'on crops". 
(e) EFFECT OF AMENDMENTS ON PRIOR CROP 

(C)(l)(D)(v)(Il), by striking " 1997 CROPS" and YEARS.-Sections 101B(c)(l)(D), 103B(c)(l)(D), 
inserting "2002 CROPS". 
SEC. 2105. EXTENSION OF LOANS AND PAYMENTS 105B(c)(l)(E), and 107B(c)(l)(E) of the Agricul-

FOR OILSEEDS THROUGH 2002. tural Act of 1949, as in effect on the day be-
Section 205 of the Agricultural Act of 1949 fore the date of the enactment of this Act, 

(7 u.s.c. 1446f) is amended- shall continue to apply with respect to the 
(1) in the section heading, by striking 1991 through 1995 crops covered by such sec-

"1995" and inserting "2002"; tions. 
(2) in subsections (b), (c), (e)(l), and (n), by Subtitle B-Sugar 

striking "1995" each place it appears and in- SEC. 2201. EXTENSION AND MODIFICATION OF 
serting " 2002"; and SUGAR PROGRAM. 

(3) in subsections (c) and (h)(2), by striking (a) ASSURANCE OF SUGAR SUPPLY.-Section 
"1997" each places it appears and inserting 206 of the Agricultural Act of 1949 (7 U.S.C. 
"2002". 1446g, et seq.) is amended to read as follows: 



28784 CONGRESSIONAL RECORD-HOUSE October 20, 1995 
"SEC. 206. ASSURANCE OF SUGAR SUPPLY. 

"(a) IN GENERAL.-The price of each crop of 
sugar beets and sugarcane, respectively, 
shall be supported in accordance with this 
section. 

"(b) SUGARCANE.-Subject to subsection 
(d), the Secretary shall support the price of 
domestically grown sugarcane through loans 
at 18 cents per pound for raw cane sugar. 

"(c) SUGAR BEETS.-Subject to subsection 
(d), the Secretary shall support the price of 
each crop of domestically grown sugar beets 
through loans at the level provided for re
fined beet sugar produced from the 1995 crop 
of domestically grown sugar beets. 

"(d) ADJUSTMENT IN SUPPORT LEVEL.-
"(l) DOWNWARD ADJUSTMENT IN SUPPORT 

LEVEL.-
"(A) IN GENERAL.-The Secretary shall de

crease the support price of domestically 
grown sugarcane and sugar beets from the 
price determined for the preceding crop, as 
established under this section, if negotiated 
reductions in export subsidies and domestic 
subsidies provided for sugar of the European 
Union and other major sugar growing, pro
ducing, and exporting countries ('major 
countries') in the aggregate exceed the com
mitments made as part of the Uruguay 
Round Agreements. 

"(B) EXTENT OF REDUCTION.-The Secretary 
shall not reduce the support price under this 
section below a level that provides an equal 
measure of support to that provided by any 
other major country or customs union based 
on an examination of both domestic and ex
port subsidies subject to reduction in the 
Agreement on Agriculture referenced in 19 
u.s.c. 3511(d)(2). 

"(C) MAJOR COUNTRIES.-For purposes of 
this subsection, the term 'major countries' 
includes all countries allocated a share of 
the tariff rate quota for imported sugars and 
syrups by the United States Trade Rep
resentative pursuant to additional U.S. note 
5 of chapter 17 of the Harmonized Tariff 
Schedule, all countries of the European 
Union, and the People's Republic of China. 

"(2) INCREASES IN SUPPORT LEVEL.-The 
Secretary may increase the support level for 
each crop of domestically grown sugarcane 
and sugar beets from the level determined 
for the preceding crop based on such factors 
as the Secretary determines appropriate, in
cluding changes (during the 2 crop years im
mediately preceding the crop year for which 
the determination is made) in the cost of 
sugar products, the cost of domestic sugar 
production, the amount of any applicable as
sessments, and other factors or cir
cumstances that may adversely affect do
mestic sugar production. 

"(e) LOAN TYPE; PROCESSOR ASSURANCES.
"(!) IN GENERAL.-Subject to paragraph (2), 

the Secretary shall carry out this section 
through the use of recourse loans. 

"(2) MODIFICATION.-During any fiscal year 
in which the tariff rate quota for imports of 
sugar into the United States is set at, or is 
increased to, a level that exceeds the mini
mum level for such imports committed to by 
the United States under the Agreement on 
Agriculture contained in the Uruguay Round 
of Agreements of the General Agreement on 
Tariffs and Trade, the Secretary shall carry 
out this section by making available non
recourse loans. Any recourse loan previously 
made available by the Secretary under this 
section during such fiscal year shall be modi
fied by the Secretary into a nonrecourse 
loan. · 

"(3) PROCESSOR ASSURANCES.-ln order to 
effectively support the prices of sugar beets 
and sugarcane received by the producer, the 

Secretary shall obtain from each processor 
that receives a loan under this section such 
assurances as the Secretary considers ade
quate that, if the Secretary is required under 
paragraph (2) to make nonrecourse loans 
available, or modify recourse loans into non
recourse loans, each producer served by the 
processor will receive the appropriate mini
mum payment for sugar beets and sugarcane 
delivered by the producer, as determined by 
the Secretary. 

"(f) ANNOUNCEMENTS.-ln order to ensure 
the efficient administration of the program 
under this section and the effective support 
of the price of sugar, the Secretary shall an
nounce the type of loans available and the 
loan rates for beet sugar and cane sugar for 
any fiscal year under this section as far in 
advance as is practicable. 

"(g) LOAN TERM.-
"(1) IN GENERAL.-Except as provided in 

paragraph (2) and subsection (h), loans under 
this section during any fiscal year shall be 
made available not earlier than the begin
ning of the fiscal year and shall mature at 
the end of 3 months. 

"(2) EXTENSION.-The maturity of a loan 
under this section may be extended for up to 
2 additional 3-month periods, at the option of 
the borrower, upon written request to the 
Commodity Credit Corporation. The matu
rity of a loan may not be extended under this 
paragraph beyond the end of the fiscal year. 

"(h) SUPPLEMENTARY LOANS.-Subject to 
subsection (d), the Secretary shall make 
available to eligible processors price support 
loans with respect to sugar processed from 
sugar beets and sugarcane harvested in the 
last 3 months of a fiscal year. Such loans 
shall mature at the end of the fiscal year. 
The processor may repledge the sugar as col
lateral for a price support loan in the subse
quent fiscal year, except that the second 
loan shall-

"Cl) be made at the loan rate in effect at 
the time the second loan is made; and 

"(2) mature in not more than 9 months less 
the quantity of time that the first loan was 
in effect. 

"(i) USE OF COMMODITY CREDIT CORPORA
TION.-The Secretary shall use the funds, fa
cilities, and authorities of the Commodity 
Credit Corporation to carry out this section. 

"(j) MARKETING ASSESSMENTS.-The follow
ing assessments shall be collected with re
spect to all sugar marketed within the Unit
ed States during the 1996 through 2003 fiscal 
years: 

"(1) BEET SUGAR.-The first seller of beet 
sugar produced from sugar beets or sugar 
beet molasses, or refined sugar refined out
side of the United States, shall remit to the 
Commodity Credit Corporation a nonrefund
able marketing assessment in an amount 
equal to 1.1794 percent of the loan level es
tablished under subsection (b) per pound of 
sugar marketed. 

"(2) CANE SUGAR.-The first seller of raw 
cane sugar produced from sugarcane or sug
arcane molasses, shall remit to the Commod
ity Credit Corporation a nonrefundable mar
keting assessment in an amount equal to 1.1 
percent of the loan level established under 
subsection (b) per pound of sugar marketed 
(including the transfer or delivery of the 
sugar to a refinery for further processing or 
marketing). 

"(3) COLLECTION.-
"(A) TIMING.-Marketing assessments re

quired under this subsection shall be col
lected and remitted to the Commodity Cred
it Corporation within 30 days of the date 
that the sugar is marketed. 

"(B) MANNER.-Subject to subparagraph 
(A), marketing assessments shall be col-

lected under this subsection in the manner 
prescribed by the Secretary and shall be non
refundable. 

"(4) PENALTIES.-If any person fails to 
remit an assessment required by this sub
section or fails to comply with such require
ments for recordkeeping or otherwise as are 
required by the Secretary to carry out this 
subsection, the person shall be liable to the 
Secretary for a civil penalty up to an 
amount determined by multiplying-

"(A) the quantity of sugar involved in the 
violation; by 

"(B) the loan level for the applicable crop 
of sugarcane or sugar beets from which the 
sugar is produced. 

For the purposes of this paragraph, refined 
sugar shall be treated as produced from 
sugar beets. 

"(5) ENFORCEMENT.-The Secretary may 
enforce this subsection in the courts of the 
United States. 

"(6) REGULATIONS.-The Secretary shall 
promulgate regulations to carry out this 
subsection. 

"(k) INFORMATION REPORTING.-
"(l) DUTY OF PROCESSORS AND REFINERS TO 

REPORT.-All sugarcane processors, cane 
sugar refiners, and sugar beet processors 
shall furnish the Secretary, on a monthly 
basis, such information as the Secretary 
may require to administer sugar programs, 
including the quantity of purchases of sugar
cane, sugar beets, and sugar, and production, 
importation, distribution, and stock levels of 
sugar. 

"(2) DUTY OF PRODUCERS TO REPORT.-ln 
order to efficiently and effectively carry out 
the program under this section, the Sec
retary may require a producer of sugarcane 
or sugar beets to report, in the manner pre
scribed by the Secretary, the producer's sug
arcane or sugar beet yields and acres planted 
to sugarcane or sugar beets, respectively. 

"(3) PENALTY.-Any person willfully failing 
or refusing to furnish the information, or 
furnishing willfully any false information, 
shall be subject to a civil penalty of not 
more than $10,000 for each such violation. 

"(4) MONTHLY REPORTS.-Taking into con
sideration the information received under 
paragraph (1), the Secretary shall publish on 
a monthly basis composite data on produc
tion, imports, distribution, and stock levels 
of sugar. 

"(l) SUGAR ESTIMATES.-
"(!) DOMESTIC REQUIREMENT.-Before the 

beginning of each fiscal year, the Secretary 
shall estimate the domestic sugar require
ment of the United States equal to Total Es
timated Disappearance minus the quantity 
of sugar that will be available from carry-in 
stocks. 

"(2) TOTAL DISAPPEARANCE.-For the pur
poses of this subsection, the term" Total Es
timated Disappearance" means the quantity 
of sugar, as estimated by the Secretary, that 
will be consumed in the United States during 
the fiscal year (other than sugar imported 
for the production of polyhydric alcohol or 
to be refined and reexported in refined form 
or in sugar containing products) plus the 
quantity of sugar that would provide for ade
quate carryover stocks. 

"(3) QUARTERLY REESTIMATES.-The Sec
retary shall make quarterly reestimates of 
sugar consumption, stocks, production, and 
imports for a fiscal year no later than the 
beginning of each of the second through 
fourth quarters of the fiscal year. 

"(m) DEFINITION OF MARKET.-For purposes 
of this section, the term 'market' means to 
sell or otherwise dispose of in commerce in 
the United States (including, with respect to 
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any integrated processor and refiner, the 
movement of raw cane sugar into the refin
ing process) and deliver to a buyer. 

"(n) CROPS.-This section shall be effective 
only for the 1996 through 2002 crops of sugar 
beets and sugarcane.''. 

(b) CONFORMING AMENDMENT.-Part VII of 
subtitle B of title III of the Agricultural Ad
justment Act of 1938 (7 U.S.C. 1359aa et seq.) 
is repealed. 

Subtitle C-Peanuts 
SEC. 2301. EXTENSION OF PRICE SUPPORT PRO

GRAM FOR PEANUTS AND RELATED 
PROGRAMS. 

(a) AGRICULTURAL ACT OF 1949.-Section 
108B of the Agricultural Act of 1949 (7 U.S.C. 
1445c-3) is amended-

(1) in the section heading, by striking 
"1997" and inserting "2002"; 

(2) in subsection (a)(l), (a)(2), (b)(l), and 
(h), by striking "1997" each place it appears 
and inserting "2002"; and 

(3) in subsection (g)(l), by striking "1997 
crops" the first place it appears and insert
ing "2002 crops". 

(b) AGRICULTURAL ADJUSTMENT ACT OF 
1938.-Part VI of subtitle B of title III of the 
Agricultural Adjustment Act of 1938 is 
amended-

(1) in section 358-1 (7 U.S.C. 1358-1}--
(A) in the section heading, by striking 

"1997" and inserting "2002"; 
(B) in subsection (a)(3), by striking "1990" 

and inserting "1990, for the 1991 through 1995 
marketing years, and 1995, for the 1996 
through 2002 marketing years"; 

(C) in subsection (b)(l)(A}--
(i) by striking "1997" and inserting "2002"; 

and 
(ii) in clause (i), by inserting before the 

semicolon the following: ", for the 1991 
through 1995 marketing years, and the 1995 
marketing year, for the 1996 through 2002 
marketing years"; and 

(D) in subsections (b)(l)(B), (b)(2)(A), 
(b)(2)(C), (b)(3)(A), and (f), by striking "1997" 
each place it appears and inserting "2002"; 

(2) in section 358b (7 U.S.C. 1358b}--
(A) in the section heading, by striking 

"1995" and inserting "2002"; and 
(B) in subsection (c), by striking "1995" 

and inserting "2002"; 
(3) in section 358c(d) (7 U.S.C. 1358c(d)), by 

striking "1995" and inserting "2002"; and 
(4) in section 358e (7 U.S.C. 1359a)-
(A) in the section heading, by striking 

"1997" and inserting "2002"; and 
(B) in subsection (i), by striking "1997" and 

inserting "2002". 
(C) FOOD, AGRICULTURE, CONSERVATION, AND 

TRADE ACT OF 1990.-Title VIII of the Food, 
Agriculture, Conservation, and Trade Act of 
1990 (Public Law 101-624; 104 Stat. 3459) is 
amended-

(1) in section 801 (104 Stat. 3459), by strik
ing "1995" and inserting "2002"; 

(2) in section 807 (104 Stat. 3478), by strik
ing "1995" and inserting "2002"; and 

(3) in section 808 (7 U.S.C. 1441 note), by 
striking "1995" and inserting "2002". 
SEC. 2302. NATIONAL POUNDAGE QUOTAS AND 

ACREAGE ALLOTMENTS. 
(a) ESTABLISHMENT.-Subsection (a)(l) of 

section 358-1 of the Agricultural Adjustment 
Act of 1938 (7 U.S.C. 1358-1) is amended to 
read as follows: 

"(1) ESTABLISHMENT.-The national pound
age quota for peanuts for each of the 1991 
through 2002 marketing years shall be estab
lished by the Secretary at a level that is 
equal to the quantity of peanuts (in tons) 
that the Secretary estimates will be devoted 
in each such marketing year to domestic edi
ble and related uses. Beginning with the 1996 

marketing year, the Secretary shall exclude 
seed uses from the estimate of domestic edi
ble and related uses, but shall include the es
timated quantity of peanuts and peanut 
products to be imported into the United 
States for the marketing year for which the 
quota is being established.". 

(b) EXCLUSIONS FROM FARM POUNDAGE 
QUOTA.-Subsection (b) of such section is 
amended-

(1) in paragraph (l)(B), by striking clauses 
(i) and (ii) and inserting the following new 
clauses: 

"(i) through the 1995 marketing year, any 
increases for undermarketings from previous 
years; or 

"(ii) through the 2002 marketing year, any 
increases resulting from the allocation of 
quotas voluntarily released for 1 year under 
paragraph (7)."; and 

(2) in paragraph (3)(B), by striking clauses 
(i) and (ii) and inserting the following new 
clauses: 

"(i) through the 1995 marketing year, any 
increases for undermarketings of quota pea
nuts from previous years; or 

"(ii) through the 2002 marketing year, any 
increase resulting from the allocation of 
quotas voluntarily released for 1 year under 
paragraph (7).". 

(C) TEMPORARY QUOTA ALLOCATION.-Sub
section (b)(2) of such section is amended-

(1) in subparagraph (A), by striking "sub
paragraph (B) and subject to"; and 

(2) by striking subparagraph (B) and insert
ing the following new subparagraph: 

"(B) TEMPORARY QUOTA ALLOCATION.-
"(i) ALLOCATION RELATED TO SEED PEA

NUTS.-Temporary allocation of quota 
pounds for the marketing year only in which 
the crop is planted shall be made to produc
ers for each of the 1996 through 2002 market
ing years as provided in this subparagraph. 
The temporary quota allocation shall be 
equal to the pounds of seed peanuts planted 
on the farm, as may be adjusted under regu
lations prescribed by the Secretary. The 
temporary allocation of quota pounds under 
this paragraph shall be in addition to the 
farm poundage quota otherwise established 
under this subsection and shall be credited 
for the applicable marketing year only, in 
total to the producer of the peanuts on the 
farm in a manner prescribed by the Sec
retary. 

"(ii) CONDITION ON ALLOCATION.-The allo
cation of quota pounds to producers under 
this subparagraph shall be performed in such 
a manner so that such allocation will not re
sult in a net decrease in the farm poundage 
quota for a farm in excess of 3 percent, after 
temporary seed quota is added, from the 
basic farm quota in 1996. Such decrease shall 
occur one time only and shall be applicable 
to the 1996 marketing year only. 

"(iii) TERM OF PROVISION.-Application of 
this subparagraph may continue so long as 
doing so does not result in increased cost to 
the Commodity Credit Corporation by dis
placement of quota peanuts by additional 
peanuts in the domestic market, increased 
losses in the Association loan pools, or other 
such increases in cost. 

"(iv) EFFECT OF OTHER REQUIREMENTS.
Nothing in this section shall alter or change 
in any way the requirements regarding the 
use of quota and additional peanuts estab
lished by section 359a(b) of the Agricultural 
Act of 1949 (7 U.S.C. 1359a(b)), as added by 
section 804 of the Food, Agriculture, Con
servation, and Trade Act of 1990.". 

(d) QUOTA CONSIDERED PRODUCED.-Sub
section (b)(4) of such section is amended to 
read as follows: 

"(4) QUOTA CONSIDERED PRODUCED.-
"(A) NATURAL DISASTER.-For purposes of 

this subsection, the farm poundage quota 
shall be considered produced on a farm if the 
farm poundage quota was not produced on 
the farm because of drought, flood, or any 
other natural disaster, or any other condi
tion beyond the control of the producer, as 
determined by the Secretary. 

"(B) LEASE OR RELEASE OF QUOTA.-Such 
farm poundage quota shall also be considered 
produced on a farm if the farm poundage 
quota was either leased to another owner or 
operator of a farm within the same county 
for transfer to such farm for only 1 of the 3 
marketing years immediately preceding the 
marketing year for which the determination 
is being made or the farm poundage quota 
was released voluntarily under paragraph (7) 
for only 1 of the 3 marketing years imme
diately preceding the marketing year for 
which the determination is being made. The 
farm poundage quota leased or released 
under this subparagraph shall be considered 
produced for only 1 of the 3 marketing years 
immediately preceding the marketing year 
for which the determination is being made. 
The farm shall not receive considered pro
duced credit for more than 1 marketing year 
out of the 3 immediately preceding market
ing years under the options in this subpara
graph.". 

(e) ALLOCATION OF QUOTAS REDUCED OR RE
LEASED TO FARMS WITHOUT QUOTAS.-Sub
section (b)(6) of such section is amended to 
read as follows: 

"(6) ALLOCATION OF QUOTAS REDUCED OR RE
LEASED.-

"(A) IN GENERAL.-The total quantity of 
the farm poundage quotas reduced or volun
tarily released from farms in a State for any 
marketing year under paragraphs 3 and (5) 
shall be allocated under subparagraph (B), as 
the Secretary may by regulation prescribe, 
to other farms in the State on which peanuts 
were produced in at· least 2 of the 3 crop 
years immediately preceding the. year for 
which the allocation is being made. 

"(B) SET-ASIDE FOR FARMS WITH NO 
QUOTA.-The total amount of farm poundage 
quota to be allocated in the State under sub
paragraph (A) shall be allocated to farms in 
the State for which no farm poundage quota 
was established for the immediately preced
ing year's crop. The allocation to any such 
farm shall not exceed the average farm pro
duction of peanuts for the 3 immediately pre
ceding years during which peanuts were pro
duced on the farm. Any farm quota pounds 
remaining after allocation to farms under 
this subparagraph shall be allocated to farms 
in the State on which poundage quotas were 
established for the immediately preceding 
crop year.''. 

(f) TRANSFER OF ADDITIONAL PEANUTS.
Subsection (b) of such section is amended by 
striking paragraphs (8) and (9) and inserting 
the following new paragraph: 

"(8) TRANSFER OF ADDITIONAL PEANUTS.
Additional peanuts on a farm from which the 
quota poundage was not harvested and mar
keted may be transferred to the quota loan 
pool for pricing purposes on such basis as the 
Secretary shall by regulation provide, except 
that the poundage of such peanuts so trans
ferred shall not exceed the difference in the 
total peanuts meeting quality requirements 
for domestic edible use as determined by the 
Secretary marketed from the farm and the 
total farm poundage quota, excluding quota 
pounds transferred to the farm in the fall. 
Peanuts transferred under this paragraph 
shall be supported at a total of not less than 
70 percent of the quota support rate for the 
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marketing years in which such transfers 
occur and such transfers for a farm shall not 
exceed 25 percent of the total farm quota 
pounds, excluding pounds transferred in the 
fall.". 
SEC. 2303. SALE, LEASE, OR TRANSFER OF FARM 

POUNDAGE QUOTA 
(a) TRANSFERS AUTHORIZED UNDER CERTAIN 

CIRCUMSTANCES.-Subsection (a) of section 
358b of the Agricultural Adjustment Act of 
1938 (7 U.S.C. 1358b) is amended-

(1) in paragraph (1}-
(A) by striking "(including any applicable 

under marketings)" both places it appears; 
(B) in subparagraph (A), by striking 

"undermarketings and" ; and 
(C) by adding at the end the following new 

sentences: "In the case of a fall transfer 
only, poundage quota from a farm may be 
leased to another owner or operator of a 
farm within the same county or to another 
owner or operator of a farm in any other 
county within the State. Fall transfers of 
quota pounds shall not affect the farm quota 
history for the transferring or receiving farm 
and shall not result in reducing the farm 
poundage quota on the transferring farm."; 

(2) by striking paragraph (2) and inserting 
the following new paragraph: 

"(2) TRANSFERS TO OTHER SELF-OWNED 
FARMS.-The owner or operator of a farm 
may transfer all or any part of the farm 
poundage quota for the farm to any other 
farm owned or controlled by the owner or op
erator that is in the same county or any 
other county within the same State and that 
had a farm poundage quota for the preceding 
crop year, if both the transferring and the 
receiving farms were under the control of the 
owner or operator for at least 3 crop years 
prior to the crop year in which the farm 
poundage quota is transferred. Any farm 
poundage quota transferred under this para
graph shall not result in any reduction in 
the farm poundage quota for the transferring 
farm if sufficient acreage is planted on the 
receiving farm to produce the quota pounds 
transferred."; 

(3) in paragraph (3), by striking " (including 
any applicable undermarketings)" ; and 

(4) by adding at the end the following new 
paragraph: 

"(4) TRANSFERS BY SALE IN STATES HAVING 
QUOTAS OF 10,000 TONS OR MORE.-Subject to 
such terms and conditions as the Secretary 
may prescribe, the owner, or operator with 
permission of the owner, of any farm for 
which a farm quota has been established and 
which is located in a State having a quota of 
10,000 tons or more may sell poundage quota 
to any other eligible owner or operator of a 
farm within the same State. The Secretary 
shall ensure that no more than 15 percent of 
the total poundage quota within a county as 
of January 1, 1996, is sold and transferred in 
1996 under this paragraph and that no more 
than 5 percent of the quota pounds remain
ing in a county as of January 1 in each of the 
next 4 years are sold and transferred in any 
such year. Notwithstanding any other provi
sion of this paragraph, no more than 30 per
cent of the total poundage quota within a 
county may be sold and transferred. Quota 
pounds sold and transferred under this para
graph may not be leased or sold from the 
farm to which transferred to another farm 
owner or operator within the same State for 
a period of 5 years following the original 
transfer to the farm.". 

(b) CONDITIONS.-Subsection (b) of such sec
tion is amended-

(1) in paragraph (1), by inserting before the 
period at the end the following: " , except 
that no such agreement shall be necessary in 

the event of fall lease, if the operator had 
the lienholder's agreement for a previous 
spring cash lease"; and 

(2) by striking paragraph (3) and inserting 
the following new paragraph: 

" (3) RECORD.-No transfer of the farm 
poundage quota shall be effective until a 
record thereof is filed with the county com
mittees of the counties from which trans
ferred and to which transferred and the com
mittees determine that the transfer complies 
with this section." . 
SEC. 2304. PENAL1Y FOR REENTRY OF EXPORTED 

PEANUT PRODUCTS. 
Section 358e(d)(6)(A) of the Agricultural 

Adjustment Act of 1938 (7 U.S.C. 
1359a(d)(6)(A)) is amended by inserting "or 
peanut products manufactured from addi
tional peanuts" after "any additional pea
nuts" . 
SEC. 2305. PRICE SUPPORT PROGRAM FOR PEA· 

NUTS. 
(a) SUPPORT RATES.-Subsection (a)(2) Sec

tion 108B of the Agricultural Act of 1949 (7 
U.S.C. 1445c-3) is amended-

(1) by striking "any increase" and insert
ing "any increase or decrease"; and 

(2) by striking ", except that" and all that 
follows through " preceding crop" and insert
ing the following: "In no event shall the na
tional average quota support rate be in
creased by more than 5 percent of the na
tional average quota support rate for the 
preceding crop. In no event shall the na
tional average quota support rate be de
creased by more than 5 percent of the na
tional average quota support rate for the 
preceding crop.". 

(b) SPECIAL RULE REGARDING NEW MEXICO 
POOLS.-Subsection (c)(2)(A) of such section 
is amended by inserting after the first sen
tence the following new sentence: "Peanuts 
physically produced outside the State of New 
Mexico shall not be eligible for entry into or 
participation in the New Mexico pools even 
though the farm on which the peanuts are 
produced is considered to be a New Mexican 
farm for administrative purposes.". 

(c) LOSSES IN AREA QUOTA POOLS.-Sub
section (d)(2) of such section is amended-

(1) by redesignating subparagraph (B) as 
subparagraph (D); 

(2) by inserting after subparagraph (A) the 
following new paragraphs: 

"(B) REDUCTION OF GAINS OF OTHER PRODUC
ERS IN SAME POOL.-If use of the authority 
provided in subparagraph (A) is not suffi
cient to cover losses in an area quota pool, 
the additional losses shall be offset by reduc
ing the gain of any producer in such pool by 
the amount of pool gains attributed to the 
same producer from the sale of additional 
peanuts for domestic and export edible use. 

"(C) USE OF MARKETING ASSESSMENTS.-If 
use of the authority provided in subpara
graphs (A) and (B) is not sufficient to cover 
losses in area quota pools, the Secretary 
shall use funds collected under subsection (g) 
to offset such losses. At the end of each year, 
the Secretary shall deposit in the Treasury 
those funds collected under subsection (g) 
that the Secretary determines are not re
quired to cover losses in area quota pools for 
that year."; and 

(3) in subparagraph (D), as redesignated by 
paragraph (1), by adding at the end the fol
lowing new sentence: "This subparagraph 
shall apply only to the extent that use of the 
authority provided in subparagraphs (A), (B), 
and (C) is not sufficient to cover losses in an 
area quota pool.". 

(d) COMPLIANCE WITH QUALITY STAND
ARDS.-Subsection (f)(2) of such section is 
amended to read as follows: 

" (2) EXPORTS AND OTHER PEANUTS.-The 
Secretary shall require that all peanuts in 
the domestic market, including peanuts im
ported into the United States, meet all Unit
ed States quality standards under Marketing 
Agreement No. 146 and that importers of 
such peanuts fully comply with inspection, 
handling, storage, and processing require
ments implemented under Marketing Agree
ment No. 146. The Secretary shall ensure 
that peanuts produced for the export market 
meet quality, inspection, handling, storage, 
and processing requirements under Market
ing Agreement No. 146.". 

(e) ASSESSMENT RATES.-Subsection (g) of 
such section is amended-

(1) in paragraph (1), by striking "l.15 per
cent" the first place it appears and all that 
follows through the period at the end of such 
paragraph and inserting "and 1.2 percent for 
the 1996 through 2002 crops, of the applicable 
support rate under this subsection."; 

(2) in paragraph (2)(A)(i}-
(A) by inserting "and" at the end of sub

clause (II); and 
(B) by striking subclauses (III) and (IV) 

and inserting the following new subclause: 
"(III) in the case of each of the 1996 

through 2002 crops, .6 percent of the applica
ble national average support rate;"; and 

(3) in paragraph (2)(A)(ii)-
(A) by striking "and" at the end of sub

clause (I); 
(B) in subclause (II), by striking "through 

1997 crops" and inserting "and 1995 crops"; 
and 

(C) by adding at the end the following new 
subclause: 

"(Ill) in the case of each of the 1996 
through 2002 crops, .6 percent of the applica
ble national average support rate; and". 

(f) ASSESSMENT ON IMPORTS.-Subsection 
(g) of such section is further amended-

(1) by redesignating paragraphs (3), (4), (5), 
and (6) as paragraphs (4), (5), (6), and (7), re
spectively; and 

(2) by inserting after paragraph (2) the fol
lowing new paragraph: 

" (3) IMPORTS.-Each importer of peanuts 
produced outside of the United States and 
imported into the United States after the 
date of the enactment of this paragraph shall 
remit to the Commodity Credit Corporation 
a nonrefundable marketing assessment in an 
amount equal to the product obtained by 
multiplying the number of pounds of peanuts 
imported by the importer by 1.2 percent of 
the national average support rate for addi
tional peanuts.". 
SEC. 2306. REFERENDUM REGARDING POUNDAGE 

QUOTAS. 
Section 358--l(d) of the Agricultural Adjust

ment Act of 1938 (7 U.S.C. 13581(d)) is amend
ed by striking paragraph (1) and inserting 
the following new paragraph: 

" (1) IN GENERAL.-Each calendar year, the 
Secretary shall conduct a referendum of pro
ducers engaged in the production of quota 
peanuts in the calendar year in which the 
referendum is held to determine whether the 
producers are in favor of or opposed to 
poundage quotas with respect to the crops of 
peanuts produced in the seven calendar years 
immediately following the year in which the 
referendum is held, except that, if as many 
as two-thirds of the producers voting ·in any 
referendum vote in favor of poundage quotas, 
no referendum shall be held with respect to 
quotas for the next six years of the period. In 
the case of the referendum required in 1995, 
the Secretary shall conduct the referendum 
as soon as practicable after the date of the 
enactment of the Agricultural Reconcili
ation Act of 1995. In the case of any referen
dum required in calendar years 1996 through 
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2002, the Secretary shall conduct the referen
dum not later than December 15 of the cal
endar year in which the referendum is re
quired.". 
SEC. 2307. REGULATIONS. 

The Secretary of Agriculture shall issue 
such regulations as are necessary to carry 
out this title and the amendments made by 
this title. In issuing the regulations, the Sec
retary-

(1) is encouraged to comply with sub
chapter II of chapter 5 of title 5, United 
States Code; 

(2) shall provide public notice through the 
Federal Register of any such proposed regu
lations; and 

(3) shall allow adequate time for written 
public comment prior to the formulation and 
issuance of any final regulations. 

Subtitle D-Tobacco 
SEC. 2401. ELIMINATION OF FEDERAL BUDG

ETARY OUTLAYS FOR TOBACCO PRO
GRAMS. 

Section 106(g)(l) of the Agricultural Act of 
1949 (7 U.S.C. 1445(g)(l)) is amended-

(1) by striking "1998" and inserting "2002"; 
and 

(2) by inserting after "equal to" the follow
ing: "a pro rata share of the total amount of 
the costs of other Department of Agriculture 
programs related to tobacco production or 
processing that are not required to be cov
ered by user fees or by contributions or as
sessments under section 106A(d)(l) or 
106B(d)(l), but in no event less than". 
SEC. 2402. ESTABLISHMENT OF FARM YIELD FOR 

FLUE-CURED TOBACCO BASED ON 
INDIVIDUAL FARM PRODUCTION 
HISTORY. 

(a) METHOD OF DETERMINING FARM ACREAGE 
ALLOTMENTS.-Subsection (a) of section 317 
of the Agricultural Adjustment Act of 1938 (7 
U.S.C. 1314c) is amended by striking para
graphs (2) through (8) and inserting the fol
lowing new paragraphs: 

"(2) FARM ACREAGE ALLOTMENTS.-The 
term 'farm acreage allotment' for a tobacco 
farm, other than a new tobacco farm, means 
the acreage allotment determined by divid
ing the farm marketing quota by the farm 
yield. 

"(3) FARM YIELD.-The term 'farm yield' 
means the yield per acre for a farm deter
mined according to regulations issued by the 
Secretary and which would be expected to re
sult in a quality of tobacco acceptable to the 
tobacco trade. 

"(4) FARM MARKETING QUOTA.-
"(A) IN GENERAL.-The term 'farm market

ing quota' for a farm for a marketing year 
means a number that is equal to the number 
of pounds of tobacco determined by mul
tiplying-

"(i) the farm marketing quota for the farm 
for the previous marketing year (prior to 
any adjustment for undermarketing or over
marketing); by 

"(ii) the national factor. 
"(B) ADJUSTMENT.-The farm marketing 

quota determined under subparagraph (A) for 
a marketing year shall be increased for 
undermarketing or decreased for over
marketing by the number of pounds by 
which marketings of tobacco from the farm 
during the immediate preceding marketing 
year (if marketing quotas were in effect for 
that year under the program established by 
this section) is less than or exceeds the farm 
marketing quota for such year. Notwith
standing the preceding sentence, the farm 
marketing quota for a marketing year shall 
not be increased under this subparagraph for 
undermarketing by an amount in excess of 
the farm marketing quota determined for 

the farm for the immediately preceding year 
prior to any increase for undermarketing or 
decrease for overmarketing. If due to excess 
marketing in the preceding marketing year, 
the farm marketing quota for the marketing 
year is reduced to zero pounds without re
flecting the entire reduction required, the 
additional reduction shall be made for the 
subsequent marketing year or years. 

"(5) NATIONAL FACTOR.-The term 'national 
factor' for a marketing year means a number 
obtained by dividing-

"(A) the national marketing quota (less 
the reserve provided for under subsection 
(e)); by 

"(B) the sum of the farm marketing quotas 
(prior to any adjustments for undermarket
ing or overmarketing) for the immediate 
preceding marketing year for all farms for 
which marketing quotas for the kind of to
bacco involved will be determined for such 
succeeding marketing year.". 

(b) CONFORMING AMENDMENTS.-Such sec
tion is further amended-

(1) in the first sentence of subsection (b), 
by striking "and the national acreage allot
ment and national average yield goal for the 
1965 crop of Flue-cured tobacco,"; 

(2) in the first sentence of subsection (c), 
by striking "and at the same time announce 
the national acreage allotment and national 
average yield goal"; 

(3) in subsection (d)-
(A) in the sixth sentence, by striking ", na

tional acreage allotment, and national aver
age yield goal"; 

(B) in the eighth sentence, by striking ", 
national acreage allotment and national av
erage yield goal"; and 

(C) in the ninth sentence, by striking ", 
national acreage allotment, and national av
erage goal are" and inserting "is"; 

(4) in subsection (e)-
(A) in the first sentence, by striking "No 

farm acreage allotment or farm yield shall 
be established" and inserting "A farm mar
keting quota and farm yield shall not be es
tablished"; 

(B) in the second sentence, by striking 
"acreage allotment" both places it appears 
and inserting "marketing quota"; 

(C) in the second sentence, by striking 
"acreage allotments" both places it appears 
and inserting "marketing quotas"; and 

(D) in the last sentence, by striking "acre
age allotment" and inserting "marketing 
quota"; and 

(5) in subsection (g)-
(A) in paragraph (1), by striking "para

graph (a)(8)" and inserting "subsection 
(a)(4)"; and 

(B) in paragraph (3), by striking "sub
section (a)(8)" and inserting "subsection 
(a)(4)". 

(c) FARM MARKETING QUOTA REDUCTIONS.
Subsection (f) of such section is amended to 
read as follows: 

"(f) CAUSES FOR FARM MARKETING QUOTA 
REDUCTION.-(1) When an acreage-poundage 
program is in effect for any kind of tobacco 
under this section, the farm marketing 
quota next established for a farm shall be re
duced by the amount of such kind of tobacco 
produced on the farm-

"(A) which was marketed as having been 
produced on a different farm; 

"(B) for which proof of disposition is not 
furnished as required by the Secretary; 

"CC) on acreage equal to the difference be
tween the acreage reported by the farm oper
ator or a duly authorized representative and 
the determined acreage for the farm; and 

"(D) as to which any producer on the farm 
filed, or aids, or acquiesces, in the filing of 

any false report with respect to the produc
tion or marketing of tobacco. 

"(2) If the Secretary, through the local 
committee, find that no person connected 
with a farm caused, aided, or acquiesced in 
any irregularity described in paragraph (1), 
the next established farm marketing quota 
shall not be reduced under this subsection. 

"(3) The reduction required under this sub
section shall be in addition to any other ad
justments made pursuant to this section. 

"(4) In establishing farm marketing quotas 
for other farms owned by the owner dis
placed by acquisition of the owner's land by 
any agency, as provided in section 378 of this 
Act, increases or decreases in such farm mar
keting quotas as provided in this section 
shall be made on account of marketings 
below or in excess of the farm marketing 
quotas for the farm acquired by the agency. 

"(5) Acreage allotments and farm market
ing quotas determined under this section 
may (except in the case of kinds of tobacco 
not subject to section 316) be leased and sold 
under the terms and conditions in section 316 
of this Act, except that any credit for under
marketing or charge for overmarketing shall 
be attributed to the farm to which trans
ferred.". 

(d) EFFECT OF AMENDMENTS ON CURRENT 
TOBACCO CROP.-Section 317 of the Agricul
tural Adjustment Act of 1938 (7 U.S.C. 1314c), 
as in effect on the day before the date of the 
enactment of this Act, shall continue to 
apply with respect to the 1995 crop of Flue
cured tobacco. 
SEC. 2403. REMOVAL OF FARM RECONSTITUTION 

EXCEPTION FOR BURLEY TOBACCO. 
Section 379(a)(6) of the Agricultural Ad

justment Act of 1938 (7 U.S.C. 1379(a)(6)) is 
amended by striking ", but this clause (6) 
shall not be applicable in the case of burley 
tobacco". 
SEC. 2404. REDUCTION IN PERCENTAGE THRESH

OLD FOR TRANSFER OF FLUE
CURED TOBACCO QUOTA IN CASES 
OF DISASTER. 

The second subsection (h) in section 316 of 
the Agricultural Adjustment Act of 1938 (7 
U.S.C. 1314b) is amended by striking "90 per
cent" in paragraph (l)(A) and inserting "80 
percent". 
SEC. 2405. EXPANSION OF TYPES OF TOBACCO 

SUBJECT TO NO NET COST ASSESS
MENT. 

(a) No NET COST TOBACCO FUND.-Section 
106A(d)(l)(A) of the Agricultural Act of 1949 
(7 U.S.C. 1445-l(d)(l)(A)) is amended-

(1) in clause (ii), by inserting after "Burley 
quota tobacco" the following: "and cigar
type quota tobacco"; and 

(2) in clause (iii)-
(A) in the matter preceding the subclauses, 

by striking "Flue-cured or Burley tobacco" 
and inserting "each kind of tobacco for 
which price support is made available under 
this Act, and each kind of like tobacco,"; 
and 

(B) by striking subclause (II) and inserting 
the following new subclause: 

"(II) the sum of the amount of the per 
pound producer contribution and purchaser 
assessment (if any) for such kind of tobacco 
payable under clauses (i) and (ii); and". 

(b) No NET COST TOBACCO ACCOUNT.-Sec
tion 106B(d)(l) of the Agricultural Act of 1949 
(7 U.S.C. 1445-2(d)(l)) is amended-

(1) in subparagraph (B), by inserting after 
"Burley quota tobacco" the following: "and 
cigar-type quota tobacco"; and 

(2) in subparagraph (C), by striking "Flue
cured and Burley tobacco" and inserting 
"each kind of tobacco for which price sup
port is made available under this Act, and 
each kind of like tobacco,". 
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(C) EFFECTIVE DATE.-The amendments 

made by this section shall take effect 60 days 
after the date of the enactment of this Act. 
SEC. 2406. REPEAL OF REPORTING REQUIRE-

MENTS RELATING TO EXPORT OF 
TOBACCO. 

Section 214 of the Tobacco Adjustment Act 
of 1983 (7 U.S.C. 509) is repealed. 
SEC. 2407. REPEAL OF LIMITATION ON REDUCING 

NATIONAL MARKETING QUOTA FOR 
FLUE-CURED AND BURLEY TO
BACCO. 

(a) FLUE-CURED TOBACCO.-Section 317(a)(l) 
of the Agricultural Adjustment Act of 1938 (7 
U.S.C. 1314c(a)(l)) is amended by striking 
subparagraph (C). 

(b) BURLEY TOBACCO.-Section 319(c)(3) of 
the Agricultural Adjustment Act of 1938 (7 
U.S.C. 1314e(c)(3)) is amended by striking 
subparagraph (C). 
SEC. 2408. APPLICATION OF CIVIL PENALTIES 

UNDER TOBACCO INSPECTION ACT. 
Section 12 of the Tobacco Inspection Act (7 

U.S.C. 511k) is amended-
(1) by inserting "(a) FINE FOR VIOLA

TIONS.-" after "That any person"; and 
(2) by adding at the end the following new 

subsections: 
"(b) JURISDICTION.-The district courts of 

the United States are vested with jurisdic
tion specifically to enforce, and to prevent 
and restrain any person from violating, any 
rule or regulation issued under this Act. 

"(C) REFERRAL TO ATTORNEY GENERAL.-A 
civil action authorized to be commenced 
under this section shall be referred to the 
Attorney General for appropriate action, ex
cept that the Secretary shall not be required 
to refer to the Attorney General a violation 
of this Act, if the Secretary believes that the 
administration and enforcement of this Act 
would be adequately served by providing a 
suitable written notice or warning to the 
person who committed such violation or ad
ministrative action. 

"(d) CIVIL PENALTIES AND 0RDERS.-
"(l) CIVIL PENALTIES.-Any person who 

willfully violates any provision of this Act or 
any of the regulations issued by the Sec
retary under this Act may be assessed a civil 
penalty by the Secretary of not less than 
$500 or more than $5,000 for each such viola
tion. Each violation shall be a separate of
fense. 

"(2) CEASE AND DESIST ORDERS.-In addition 
to, or in lieu of, a civil penalty under para
graph (1), the Secretary may issue an order 
requiring a person to cease and desist from 
continuing any such violation. 

"(3) NOTICE AND HEARING.-No penalty shall 
be assessed or cease-and-desist order issued 
by the Secretary under this subsection un
less the person against whom the penalty is 
assessed or the order is issued is given notice 
and opportunity for a hearing before the Sec
retary with respect to such violation. 

"(4) FINALITY.-The order of the Secretary 
assessing a penalty or imposing a cease-and
desist order under this subsection shall be 
final and conclusive unless the affected per
son files an appeal of the Secretary's order 
with the appropriate district court of the 
United States, in accordance with subsection 
(e). 

"(e) REVIEW BY DISTRICT COURT.-
"(l) COMMENCEMENT OF ACTION.-Any per

son who has been determined to be in viola
tion of this Act, or against whom a civil pen
alty has been assessed or a cease-and-desist 
order issued under subsection {d), may ob
tain review of the penalty or order-

"(A) by filing, within the 30-day period be
ginning on the date the penalty is assessed 
or order issued, a notice of appeal in-

"(i) the district court of the United States 
for the district in which the person resides or 
conducts business; or 

"(ii) the United States District Court for 
the District of Columbia; and 

"(B) by sending, within the same period, a 
copy of such notice by certified mail to the 
Secretary. 

"(2) RECORD.-The Secretary shall file 
promptly in the appropriate court referred to 
in paragraph (1), a certified copy of the 
record on which the Secretary has deter
mined that the person had committed a vio
lation. 

"(3) STANDARD OF REVIEW.-A finding of the 
Secretary under this section shall be set 
aside only if such finding is found to be un
supported by substantial evidence. 

"(f) FAILURE TO OBEY ORDERS.-Any person 
who fails to obey a cease-and-desist order 
under this section after such order has be
come final and unappealable, or after the ap
propriate United States district court has 
entered a final judgment in favor of the Sec
retary, shall be subject to a civil penalty as
sessed by the Secretary, after opportunity 
for hearing and for a judicial review under 
the procedures specified in subsection (e), of 
not more than $500 for each offense. Each 
day during which such failure continues 
shall be considered as a separate violation of 
such order. 

"(g) FAILURE TO PAY PENALTIES.-lf any 
person fails to pay an assessment of a civil 
penalty under this section after it has be
come a final and unappealable order, or after 
the appropriate United States district court 
has entered final judgment in favor of the 
Secretary, the Secretary shall refer the mat
ter to the Attorney General for recovery of 
the amount assessed in the district court of 
the United States for the district in which 
the person resides or conducts business. In 
such action, the validity and appropriateness 
of the final order imposing the civil penalty 
shall not be subject to review. 

"(h) ADDITIONAL REMEDIES.-The remedies 
provided in this section shall be in addition 
to, and not exclusive of, other remedies that 
may be available.". 
SEC. 2409. TRANSFERS OF QUOTA OR ALLOT

MENT ACROSS COUNI'Y LINES IN A 
STATE. 

(a) TRANSFERS ALLOWED BY REFERENDUM.
(1) FLUE-CURED TOBACCO.-Section 316(g) of 

the Agricultural Adjustment Act of 1938 (7 
U.S.C. 1314b(g)) is amended by adding at the 
end the following: 

"(3) Notwithstanding paragraph (1), the 
Secretary may permit the sale of a Flue
cured tobacco allotment or quota from one 
farm in a State to any other farm in the 
State if a majority of active Flue-cured to
bacco producers within the State approve of 
such sales by a state-wide referendum to be 
conducted by the Secretary.". 

(2) OTHER TOBACCO.-Section 318(b) of such 
Act (7 U.S.C. 1314d(b)) is amended in the pro
viso by inserting after "same State" the fol
lowing: "and, in the case of other kinds of 
tobacco, any such transfer may be made to a 
farm in another county in the same State if 
transfers of such type are approved by a ma
jority of the active producers of that kind of 
tobacco in the State who vote in a referen
dum held on the subject". 

(3) BURLEY TOBACCO.-Section 319(1) of such 
Act (7 U.S.C. 1314e(l)) is amended by striking 
the last sentence. 

(b) SAME GROWER IN CONTIGUOUS COUN
TIES.-Section 379(b) of such Act (7 U.S.C. 
1379(b)) is amended by striking "Burley to
bacco poundage quota" and inserting "to
bacco quota or allotment". 

SEC. 2410. CALCULATION OF NATIONAL MARKET
ING QUOTA. 

(a) FLUE-CURED TOBACCO.-Section 
317(a)(l)(B)(ii) of the Agricultural Adjust
ment Act of 1938 (7 U.S.C. 1314c(a)(l)(B)(ii)) is 
amended by inserting before the semicolon 
the following: ", but excluding any exports 
of unmanufactured tobacco counted under 
clause (i)". 

(b) BURLEY TOBACCO.-Section 
319(c)(3)(A)(ii) of such Act (7 U.S.C. 1314e(l)) 
is amended by inserting before the semicolon 
the following: ", but excluding any exports 
of unmanufactured tobacco counted under 
clause (i)". 

(c) APPLICATION OF AMENDMENTS.-The 
amendments made by this section shall 
apply with respect to the 1996 and subsequent 
crops of Flue-cured and Burley tobacco. 
SEC. 2411. CLARIFICATION OF AUTHORITY TO AC

CESS CIVIL MONEY PENALTIES. 
Section 314 of the Agricultural Adjustment 

Act of 1938 (7 U.S.C. 1314) is amended-
(1) by redesignating subsection (c) as sub

section (d); and 
(2) by inserting after subsection (b) the fol

lowing new subsection: 
"(c) The failure by a person to comply with 

regulations issued by the Secretary govern
ing the marketing, disposition, or handling 
of tobacco under this part shall subject the 
person to a penalty at the rate provided in 
subsection (a).". 
SEC. 2412. LEASE AND TRANSFER OF FARM MAR

KETING QUOTAS FOR BURLEY TO· 
BACCO. 

Section 319(g) of the Agricultural Adjust
ment Act of 1938 (7 U.S.C. 1314e(g)) is amend
ed-

(1) in paragraph (1), by striking "July l" 
each place it appears and inserting "Septem
ber 1"; and 

(2) in paragraph (3)-
(A) by striking "within the three imme

diately preceding crop years" in the first 
sentence and inserting "during the current 
crop year or either of the two immediately 
preceding crop years"; and 

{B) by striking "July 1" in the second sen
tence and inserting "September l". 
SEC. 2413. LIMITATION ON TRANSFER OF ACRE

AGE ALLOTMENTS OF OTHER TO
BACCO. 

Section 318(g) of the Agricultural Adjust
ment Act of 1938 (7 U.S.C. 1314d(g)) is amend
ed by striking "ten acres" and inserting "20 
acres". 
SEC. 2414. GOOD FAITH RELIANCE ON ACTIONS 

OR ADVICE OF DEPARTMENT REP
RESENTATIVES. 

The Agricultural Adjustment Act of 1938 is 
amended by inserting after section 314A (7 
U.S.C. 1314-1) the following new section: 
"SEC. 315. GOOD FAITH RELIANCE ON ACTIONS 

OR ADVICE OF DEPARTMENT REP
RESENTATIVES. 

"Notwithstanding any other provision of 
law, the performance rendered in good faith 
by a person in good faith in reliance upon ac
tion or advice of an authorized representa
tive of the Secretary may be accepted as 
meeting the requirements of this part.". 
SEC. 2415. UNIFORM FORFEITURE DATES FOR 

FLUE-CURED AND BURLEY TO
BACCO. 

(a) SALE OR FORFEITURE OF FLUE-CURED TO
BACCO ALLOTMENT OR QUOTA.-The first sub
section (h) of section 316 of the Agricultural 
Adjustment Act of 1938 (7 U.S.C. 1314b) is 
amended-

(1) in paragraph (1), by striking "before the 
expiration of the eighteen month period be
ginning on July 1 of the year in which such 
crop is planted" and inserting "before Feb
ruary 15 of the year after the end of the mar
keting year for the planted crop"; and 
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(2) in paragraph (2), by striking "July 1" 

and inserting "February 15". 
(b) MANDATORY SALE OF FLUE-CURED TO

BACCO ALLOTMENT OR QUOTA.-Section 316A 
of such Act (7 U.S.C. 1314b-1) is amended-

(1) in subsection (a), by striking "Decem
ber 1 of the year" and inserting "February 15 
of the year"; and 

(2) in subsection (b), by striking "July 1" 
and inserting "February 15". 

(c) MANDATORY SALE OF BURLEY TOBACCO 
ALLOTMENT OR QUOTA.-Section 316B of such 
Act (7 U.S.C. 1314b-2) is amended-

(1) in subsection (a), by striking "Decem
ber 1 of the year" and inserting "February 15 
of the year" ; and 

(2) in subsection (c)(l), by striking " before 
the expiration of the eighteen month period 
beginning on July 1 of the year in which such 
crop is planted" and inserting "before Feb
ruary 15 of the year after the end of the mar
keting year for the planted crop" . 
SEC. 2418. SALE OF BURLEY AND FLUE-CURED 

TOBACCO MARKETING QUOTAS FOR 
A FARM BY RECENT PURCHASERS. 

The Agricultural Adjustment Act of 1938 is 
amended by inserting after section 316B (7 
U.S.C. 1314b-2) the following new section: 
"SEC. 318C. AUTHORITY FOR RECENT PUR· 

CHASER OF A FARM TO SELL BUR
LEY TOBACCO OR FLUE-CURED TO
BACCO MARKETING QUOTAS FOR 
THE FARM. 

"A new owner of a farm that has purchase 
history of Burley tobacco or Flue-cured to
bacco may sell the purchased tobacco quota 
notwithstanding any limitations on such a 
sale contained in ~his part if the sale is com
pleted not later than one year after the pur
chase date of the farm .". 

Subtitle E-Planting Flexibility 
SEC. 2501. DEFINITIONS. 

Section 502 of the Agricultural Act of 1949 
(7 U.S.C. 1462) is amended by adding at the 
end the following: 

"(4) ACREAGE CONSERVATION RESERVE, RE
DUCED ACREAGE.-The terms 'acreage con
servation reserve' and 'reduced acreage' 
mean the number of acres on a farm to be de
voted to conservation uses on the farm, 
which must be protected from weeds and ero
sion. Such number shall be determined by 
multiplying the specific crop acreage base 
for a crop on the farm by the percentage 
acreage reduction required by the Secretary. 

"(5) PERMITTED ACREAGE.-The term 'per
mitted acreage' means the crop acreage base 
for a program crop for the farm less the acre
age conservation reserve. If an acreage re
duction program is not in effect for a pro
gram crop, for purposes of administering this 
title, the permitted acreage of such a crop on 
a farm shall be equal to the crop acreage 
base for the crop for the farm. 

"(6) PAYMENT ACREAGE.-The term 'pay
ment acreage' means the lesser of-

" (A) the number of acres planted and con
sidered planted to an eligible crop, as deter
mined in sections 503(c) and 504(b)(l), for har
vest within the permitted acreage; or 

"(B) 79 percent of the crop acreage base for 
the crop for the farm less the acreage con
servation reserve. 

" (7) RESOURCE-CONSERVING CROP.-The 
term 'resource-conserving crop' means leg
umes, legume-grass mixtures, legume-small 
grain mixtures, legume-grass-small grain 
mixtures, and experimental and industrial 
crops, crops planted for special conservation 
practices, biomass production, intensive ro
tational grazing, and non-legume crops, as 
determined by the Secretary, to satisfy pro
gram objectives. 

" (8) RESOURCE-CONSERVING CROP ROTA
TION.- The term 'resource-conserving crop 
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rotation' means a crop rotation that in
cludes at least one resource-conserving crop 
and that reduces erosion, maintains or im
proves soil fertility and tilth, interrupts pest 
cycles, or conserves water. 

"(9) FARMING OPERATIONS AND PRACTICES.
The term 'farming operations and practices' 
means practices which include the integra
tion of crops and crop-plant variety selec
tion, rotation practices, tillage systems, soil 
conserving and soil building practices, nutri
ent management strategies, biological con
trol and integrated pest management strate
gies, livestock production and management 
systems, animal waste management systems, 
water and energy conservation measures, 
and health and safety considerations. 

"(10) INTEGRATED FARM MANAGEMENT 
PLAN.-The term 'integrated farm manage
ment plan' means a comprehensive, 
multiyear, site-specific plan that meets the 
requirements of section 1451 of the Food, Ag
riculture, Conservation, and Trade Act of 
1990 (7 u.s.c. 5822). 

"(11) GRASS.-The term 'grass' means any 
perennial grasses commonly used for haying 
or grazing. 

"(12) LEGUME.-The term 'legume' means 
any forage legumes (such as alfalfa or clover) 
or any legume grown for use as a forage or 
green manure, but not including any bean 
crop from which the seeds are harvested. 

"(13) SMALL GRAIN.-The term 'small 
grain" does not include malting barley or 
wheat, except for wheat interplanted with 
other small grain crops for nonhuman con
sumption.". 
SEC. 2502. CROP AND TOTAL ACREAGE BASES. 

Section 503 of the Agricultural Act of 1949 
(7 U.S.C. 1463) is amended-

(1) in the section heading, by inserting 
"and total" after "crop"; 

(2) at the end of subsection (a), by adding 
the following new paragraph: 

"(4) TOTAL ACREAGE BASE.- The total acre
age base for a farm shall equal the sum of 
the crop acreage bases established for pro
gram crops on the farm that are enrolled in 
the acreage reduction programs established 
by the Secretary."; 

(3) in the heading for subsection (b) by add
ing "OF CROP ACREAGE BASES" after "CAL
CULATION"; 

(4) in subsection (b)(2)-
(A) by striking "(A) IN GENERAL" ; 
(B) by striking " except as provided in sub

paragraph (B),"; and 
(C) by striking subparagraph (B); and 
(5) in subsection (c)(l), by striking " re

duced acreage" and inserting "acreage con
servation reserve". 
SEC. 2503. PLANTING FLEXIBILITY. 

(a) SPECIFIED COMMODITIES.-Subsection (b) 
of section 504 of the Agricultural Act of 1949 
(7 U.S.C. 1464) is amended-

(1) in paragraph (1)-
(A) by striking "and" at the end of sub

paragraph (D); 
(B) by redesignating subparagraph (E) as 

subparagraph(F); and 
(C) by inserting the following new subpara

graph after subparagraph (D): 
"(E) any cover crop (including mainte

nance of native cover) and summer fallow 
which, as determined by the Secretary, will 
protect the land from weeds and erosion; 
and"; 

(2) by striking paragraph (2) and inserting 
the following new paragraph: 

" (2) LIMITATIONS ON CROPS.-
" (A) IN GENERAL.-For purposes of this sec

tion, the Secretary may restrict the planting 
on a crop acreage base of any crop specified 
in paragraph (1). 

"(B) EFFECT OF ACREAGE REDUCTION PRO
GRAM.-If an acreage reduction program is in 
effect for any specific program crop, the Sec
retary may limit the plantings of the spe
cific program crop for which there is an acre
age reduction program in effect to no more 
than the sum of-

"(i) the permitted acreage for the specific 
program crop for which there is an acreage 
reduction program in effect; plus 

"(ii) 21 percent of other crop acreage bases 
which are included in the total acreage base 
for a farm. 

"(C) MINIMUM PLANTING.-The Secretary 
may require that, as a condition for eligi
bility for loans, deficiency payments and any 
other program benefits authorized by this 
Act, a minimum percentage not to exceed 50 
percent of a specific permitted acreage, be 
planted to the specific program crop."; and 

(3) in paragraph (3) by striking "make a de
termination in each crop year or' and insert
ing "determine". 

(b) LIMITATION ON PLANTINGS.-Subsection 
(c) of such section is amended by striking 
paragraphs (1) and (2) and inserting the fol- . 
lowing: 

"The quantity of the total acreage base 
that may be planted to program crops en
rolled in an acreage reduction program shall 
not exceed 100 percent of the total acreage 
base •. less the acreage conservation reserve 
for the farm.". 

(C) PLANTINGS IN EXCESS OF PERMITTED 
ACREAGE.-Subsection (d) of such section is 
amended to read as follows: 

"(d) PLANTINGS IN EXCESS OF PERMITTED 
ACREAGE.-Notwithstanding any other provi
sion of this Act, except as provided in sec
tion 504(b)(2)(B), producers of a program crop 
who are participating in the acreage reduc
tion program for that crop shall be allowed 
to plant that program crop in a quantity 
that exceeds the permitted acreage for that 
crop without losing their eligibility for loans 
or payments with respect to that crop if-

"(1) the acreage planted to that program 
crop on the farm in excess of the permitted 
acreage for that crop does not exceed the 
permitted acreage of other program crops on 
the farm; and 

"(2) the producer agrees to a reduction in 
permitted acreage for the other program 
crops produced on the farm by a quantity 
equal to the overplanting.". 

(d) LOAN ELIGIBILITY.-Subsection (e) of 
such section is amended to read as follows : 

"(e) LOAN ELIGIBILITY.-Producers of a spe
cific program crop (referred to in this sub
section as the 'original program crop') who 
plant for harvest on the crop acreage base es
tablished for such original program crop an
other program crop in accordance with this 
section and who are participants in the pro
gram established for such other program 
crop shall be eligible to receive loans or loan 
deficiency payments for such other program 
crop on the same terms and conditions as are 
provided to participants in a acreage reduc
tion program established for such other pro
gram crop if the producers--

"(!) plant such other program crop in an 
amount that does not exceed 100 percent of 
the permitted acreage established for the 
original program crop; and 

"(2) agree to a reduction in the permitted 
acreage for the original program crop for the 
particular crop year.". 
SEC. 2504. FARM PROGRAM PAYMENT YIELDS. 

Section 505 of the Agricultural Act of 1949 
(7 U.S.C. 1465) is amended to read as follows: 
"SEC. 505. FARM PROGRAM PAYMENT YIELDS. 

" (a) ESTABLISHMENT.-The Secretary shall 
provide for the establishment of a farm pro
gram payment yield for each farm for each 
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program crop for each crop year in accord
ance with subsection (b) or (c). 

" (b) FARM PROGRAM PAYMENT YIELDS 
BASED ON 1995 CROP YEAR.-

" (l) IN GENERAL.-If the Secretary deter
mines that farm program payment yields 
shall be established in accordance with this 
subsection, except as provided in paragraph 
(2), the farm program payment yield for each 
of the 1996 through 2002 crop years shall be 
the farm program payment yield for the 1995 
crop year for the farm. 

"(2) ADDITIONAL YIELD PAYMENTS.-ln the 
case of each of the 1991 through 2002 crop 
years for a commodity, if the farm program 
payment yield for a farm is reduced more 
than 10 percent below the farm program pay
ment yield for the 1985 crop year, the Sec
retary shall make available to producers es
tablished price payments for the commodity 
in such amount as the Secretary determines 
is necessary to provide the same total return 
to producers as if the farm program payment 
yield had not been reduced more than 10 per
cent below the farm program payment yield 
for the 1985 crop year. The payments shall be 
made available not later than the time final 
deficiency payments are made. 

"(3) No YIELD AVAILABLE.-If no farm pro
gram payment yield was established for the 
farm for 1995 crop, the farm program pay
ment yield shall be established on the basis 
of the average farm program payment yield 
for the crop years for similar farms in the 
area. 

"(4) NATIONAL, STATE, OR COUNTY YIELDS.
If the Secretary determines the action is 
necessary, the Secretary may establish na
tional, State, or county program payment 
yields on the basis of-

"(A) historical yields, as adjusted by the 
Secretary to correct for abnormal factors af
fecting the yields in the historical period; or 

"(B) the Secretary's estimate of actual 
yields for the crop year involved if historical 
yield data is not available. 

"(5) BALANCING YIELDS.-If national, State, 
or county program payment yields are estab
lished, the farm program payment yields 
shall balance to the national, State, or coun
ty program payment yields. 

"(c) DETERMINATION OF YIELDS.-
"(l) ACTUAL YIELDS.-With respect to the 

1996 and subsequent crop years, the Sec
retary may-

"(A) establish the farm program payment 
yield as provided in subsection (a); or 

"(B) establish a farm program payment 
yield for any program crop for any farm on 
the basis of the average of the yield per har
vested acre for the crop for the farm for each 
of the 5 crop years immediately preceding 
the crop year, excluding the crop year with 
the highest yield per harvested acre, the crop 
year with the lowest yield per harvested 
acre, and any crop year in which such crop 
was not planted on the farm. 

"(2) PRIOR YIELDS.-For purposes of the 
preceding sentence, the farm program pay
ment yield for the 1996 crop year and the ac
tual yield per harvested acre with respect to 
the 1997 and subsequent crop years shall be 
used in determining farm program payment 
yields. 

(3) REDUCTION LIMITATION.-Notwithstand
ing any other provision of this subsection, 
for purposes of establishing a farm program 
payment yield for any program crop for any 
farm for the 1991 and subsequent crop years, 
the farm program payment yield for the 1986 
crop year may not be reduced more than 10 
percent below the farm program payment 
yield for the farm for the 1985 crop year. 

(4) ADJUSTMENT OF YIELDS.-The county 
committee, in accordance with regulations 

prescribed by the Secretary, may adjust any 
farm program payment yield for any pro
gram crop for any farm if the farm program 
payment yield for the crop on the farm does 
not accurately reflect the productive poten
tial of the farm. 

(d) ASSIGNMENT OF YIELDS.-ln the case of 
any farm for which the actual yield per har
vested acre for any program crop referred to 
in subsection (c) for any crop year is not 
available, the county committee may assign 
the farm a yield for the crop for the crop 
year on the basis of actual yields for the crop 
for the crop year on similar farms in the 
area. 

" (e) ACTUAL YIELD DATA.-
" (l) PROVISION.-The Secretary shall, 

under such terms and conditions as the Sec
retary may prescribe, allow producers to pro
vide to county committees data with respect 
to the actual yield for each farm for each 
program crop. 

"(2) MAINTENANCE.-The Secretary shall 
maintain the data for at least 5 crop years 
after receipt in a manner that will permit 
the data to be used, if necessary, in the ad
ministration of the commodity programs.". 
SEC. 2505. APPLICATION OF PROVISIONS. 

Section 509 of the Agricultural Act of 1949 
(7 U.S.C. 1469) is amended to read as follows: 
"SEC. 509. APPLICATION OF TITLE. 

"Except as provided in section 406, this 
title shall apply only with respect to the 1996 
through 2002 crops.". 

Subtitle F-Miscellaneous Provisions 
SEC. 2601. LIMITATIONS ON AMOUNT OF DEFI· 

CIENCY PAYMENTS AND LAND DI· 
VERSION PAYMENTS. 

Section lOOl(l)(A) of the Food Security Act 
of 1985 (7 U.S.C. 1308(1)(A)) is amended by 
striking "$50,000" and inserting "$47,000". 
SEC. 2602. SENSE OF CONGRESS REGARDING 

CERTAIN CANADIAN TRADE PRAC· 
TIC ES. 

(a) FINDINGS.-The Congress finds the fol
lowing: 

(1) On October 15, 1993, in response to a re
quest from the National Potato Council, the 
Foreign Agricultural Service of the Depart
ment of Agriculture listed several Canadian 
nontariff barriers that violate the national 
treatment principle of the General Agree
ment on Tariffs and Trade, including the 
prohibition on bulk shipments, container 
size limitations on processed products, and 
prohibitions on consignment sales. 

(2) Current Government-to-Government 
and direct grower-to-grower discussions with 
Canada have failed to result in changes in 
Canadian trade practices. 

(b) SENSE OF CONGRESS.-lt is the sense of 
the Congress that the Secretary of Agri
culture and the United States Trade Rep
resentative should intensify efforts to re
solve the Canadian potato trade concerns 
and begin to consider formal action under 
the dispute resolution procedures of the 
North American Free Trade Agreement or 
the General Agreement on Tariffs and Trade. 

TITLE III-COMMERCE 
SEC. 3101. SPECTRUM AUCTIONS. 

(a) ExTENSION AND EXPANSION OF AUCTION 
AUTHORITY.-

(1) AMENDMENTS.-Section 309(j) of the 
Communications Act of 1934 (47 U.S.C. 309(j)) 
is amended-

(A) by striking paragraphs (1) and (2) and 
inserting in lieu thereof the following: 

"(1) GENERAL AUTHORITY.-If, consistent 
with the obligations described in paragraph 
(6)(E), mutually exclusive applications are 
accepted for any initial license or construc
tion permit which will involve an exclusive 

use of the electromagnetic spectrum, then 
the Commission shall grant such license or 
permit to a qualified applicant through a 
system of competitive bidding that meets 
the requirements of this subsection. 

" (2) EXEMPTIONS.-The competitive bidding 
authority granted by this subsection shall 
not apply to licenses or construction permits 
issued by the Commission-

"(A) that, as the result of the Commission 
carrying out the obligations described in 
paragraph (6)(E), are not mutually exclusive; 

"(B) for public safety radio services, in
cluding non-Government uses that protect 
the safety of life, health, and property and 
that are not made commercially available to 
the public; or 

" (C) for initial licenses or construction 
permits for new terrestrial digital television 
services assigned by the Commission to ex
isting terrestrial broadcast licensees to re
place their current television licenses."; and 

(B) by striking "1998" in paragraph (11) and 
inserting " 2002". 

(2) CONFORMING AMENDMENT.-Subsection 
(i) of section 309 of such Act is repealed. 

(3) EFFECTIVE DATE.-The amendment 
made by paragraph (l)(A) shall not apply 
with respect to any license or permit for 
which the Federal Communications Commis
sion has accepted mutually exclusive appli
cations on or before the date of enactment of 
this Act. 

(b) COMMISSION OBLIGATION To MAKE ADDI
TIONAL SPECTRUM AVAILABLE BY AUCTION.-

(1) IN GENERAL.-The Federal Communica
tions Commission shall complete all actions 
necessary to permit the assignment, by Sep
tember 30, 2002, by competitive bidding pur
suant to section 309(j) of the Communica
tions Act of 1934 (47 U.S.C. 309(j)) of licenses 
for the use of bands of frequencies that-

(A) individually span not less than 25 
megahertz, unless a combination of smaller 
bands can, notwithstanding the provisions of 
paragraph (7) of such section, reasonably be 
expected to produce greater receipts; 

(B) in the aggregate span not less than 100 
megahertz; 

(C) are located below 3 gigahertz; and 
(D) have not, as of the date of enactment of 

this Act-
(i) been designated by Commission regula

tion for assignment pursuant to such sec
tion; or 

(ii) been identified by the Secretary of 
Commerce pursuant to section 113 of the Na
tional Telecommunications and Information 
Administration Organization Act. 
The Commission shall conduct the competi
tive bidding for not less than one-half of 
such aggregate spectrum by September 30, 
2000. 

(2) CRITERIA FOR REASSIGNMENT.-ln mak
ing available bands of frequencies for com
petitive bidding pursuant to paragraph (1), 
the Commission shall-

(A) seek to promote the most efficient use 
of the spectrum; 

(B) take into account the cost to incum
bent licensees of relocating existing uses to 
other bands of frequencies or other means of 
communication; 

(C) take into account the needs of public 
safety radio services; and 

(D) comply with the requirements of inter
national agreements concerning spectrum 
allocations. 

(3) NOTIFICATION TO NTIA.-The Commission 
shall notify the Secretary of Commerce if

(A) the Commission is not able to provide 
for the effective relocation of incumbent li
censees to bands of frequencies that are 
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available to the Commission for assignment; 
and 

(B) the Commission has identified bands of 
frequencies that are-

(i) suitable for the relocation of such li
censees; and 

(ii) allocated for Federal Government use, 
but that could be reallocated pursuant to 
part B of the National Telecommunications 
and Information Administration Organiza
tion Act (as amended by this Act). 

(C) IDENTIFICATION AND REALLOCATION OF 
FREQUENCIES.-The National Telecommuni
cations and Information Administration Or
ganization Act (47 U.S.C. 901 et seq.) is 
amended-

(1) in section 113, by adding at the end the 
following new subsection: 

"(O ADDITIONAL REALLOCATION REPORT.-If 
the Secretary receives a notice from the 
Commission pursuant to section 3001(b)(3) of 
the Seven-Year Balanced Budget Reconcili
ation Act of 1995, the Secretary shall prepare 
and submit to the President and the Con
gress a report recommending for reallocation 
for use other than by Federal Government 
stations under section 305 of the 1934 Act (47 
U.S.C. 305), bands of frequencies that are 
suitable for the uses identified in the Com
mission's notice."; 

(2) in section 114(a)(l), by striking "(a) or 
(d)(l)" and inserting "(a), (d)(l), or (f)". 

(d) COMPLETION OF C-BLOCK PCS AUCTION.
The Federal Communications Commission 
shall commence the Broadband Personal 
Communications Services C-Block auction 
described in the Commission's Sixth Report 
and Order in DP Docket 93-253 (FCC 93-510, 
released July 18, 1995) not later than Decem
ber 4, 1995. The Commission's competitive 
bidding rules governing such auction, as set 
forth in such Sixth Report and Order, are 
hereby ratified and adopted as a matter of 
Federal law. 

(e) MODIFICATION OF AUCTION POLICY To 
PRESERVE AUCTION VALUE OF SPECTRUM.
The voluntary negotiation period for relocat
ing fixed microwave licensees to frequency 
bands other than those allocated for licensed 
emerging technology services (including li
censed personal communications services), 
established by the Commission's Third Re
port and Order in ET Docket No. 92-9, shall 
expire one year after the date of acceptance 
by the Commission of applications for such 
licensed emerging technology services. The 
mandatory negotiation period for relocating 
fixed microwave licensees to frequency bands 
other than those allocated for licensed 
emerging technology services (including li
censed personal communications services), 
established in such Third Report and Order, 
shall expire two years after the date of ac
ceptance by the Commission of applications 
for such licensed emerging technology serv
ices. 

(f) IDENTIFICATION AND REALLOCATION OF 
AUCTIONABLE FREQUENCIES.-The National 
Telecommunications and Information Ad
ministration Organization Act (47 U.S.C. 901 
et seq.) is amended-

(1) in section 113(b)-
(A) by striking the heading of paragraph 

(1) and inserting "INITIAL REALLOCATION RE
PORT"; 

(B) by inserting "in the first report re
quired by subsection (a)" after "recommend 
for reallocation" in paragraph (1); 

(C) by inserting "or (3)" after "paragraph 
(1)" each place it appears in paragraph (2); 
and 

(D) by inserting after paragraph (2) the fol
lowing new paragraph: 

"(3) SECOND REALLOCATION REPORT.-ln ac
cordance with the provisions of this section, 

the Secretary shall recommend for realloca
tion in the second report required by sub
section (a), for use other than by Federal 
Government stations under section 305 of the 
1934 Act (47 U.S.C. 305), a single frequency 
band that spans not less than an additional 
20 megahertz, that is located below 3 
gigahertz, and that meets the criteria speci
fied in paragraphs (1) through (5) of sub
section (a)."; and 

(2) in section 11~ 
(A) in subsection (b), by striking "the re

port required by section 113(a)" and inserting 
"the initial reallocation report required by 
section 113(a)"; and 

(B) by adding at the end the following new 
subsection: 

"(c) ALLOCATION AND ASSIGNMENT OF FRE
QUENCIES IDENTIFIED IN THE SECOND RE
ALLOCATION REPORT.-With respect to the 
frequencies made available for reallocation 
pursuant to section 113(b)(3), the Commission 
shall, not later than 1 year after receipt of 
the second reallocation report required by 
such section, prepare, submit to the Presi
dent and the Congress, and implement, a 
plan for the allocation and assignment under 
the 1934 Act of such frequencies. Such plan 
shall propose the immediate allocation and 
assignment of all such frequencies in accord
ance with section 309(j).". 
SEC. 3102. FEDERAL COMMUNICATIONS COMMIS

SION FEE COLLECTIONS 
(a) APPLICATION FEES.-
(1) ADJUSTMENT OF APPLICATION FEE SCHED

ULE.-Section 8(b) of the Communications 
Act of 1934 (47 U.S.C. 158(b)) is amended to 
read as follows: 

"(b)(l) For fiscal year 1996 and each fiscal 
year thereafter, the Commission shall, by 
regulation, modify the application fees by 
proportionate increases or decreases so as to 
result in estimated total collections for the 
fiscal year equal to-

"(A) $40,000,000; plus 
"(B) an additional amount, specified in an 

appropriation Act for the Commission for 
that fiscal year to be collected and credited 
to such appropriation, not to exceed the 
amount by which the necessary expenses for 
the costs described in paragraph (5) exceeds 
$40,000,000. 

"(2) In making adjustments pursuant to 
this paragraph the Commission may round 
such fees to the nearest $5.00 in the case of 
fees under $100, or to the nearest $20 in the 
case of fees of $100 or more. The Commission 
shall transmit to the Congress notification 
of any adjustment made pursuant to this 
paragraph immediately upon the adoption of 
such adjustment. 

"(3) The Commission is authorized to con
tinue to collect fees at the prior year's rate 
until the effective date of fee adjustments or 
amendments made pursuant to paragraphs 
(1) and (4). 

"(4) The Commission shall, by regulation, 
add, delete, or reclassify services, categories, 
applications, or other filings subject to ap
plication fees to reflect additions, deletions, 
or changes in the nature of its services or au
thorization of service processes as a con
sequence of Commission rulemaking pro
ceedings or changes in law. 

"(5) Any modified fees established under 
paragraph (4) shall be derived by determin
ing the full-time equivalent number of em
ployees performing application activities, 
adjusted to take into account other expenses 
that are reasonably related to the cost of 
processing the application or filing, includ
ing all executive and legal costs incurred by 
the Commission in the discharge of these 
functions, and other factors that the Com-

mission determines are necessary in the pub
lic interest. The Commission shall-

"(A) transmit to the Congress notification 
of any proposed modification made pursuant 
to this paragraph immediately upon adop
tion of such proposal; and 

"(B) transmit to the Congress notification 
of any modification made pursuant to this 
paragraph immediately upon adoption of 
such modification. 

"(6) Increases or decreases in application 
fees made pursuant to this subsection shall 
not be subject to judicial review.". 

(2) TREATMENT OF ADDITIONAL COLLEC
TIONS.-Section 8(e) of such Act is amended 
to read as follows: 

"(e) Of the moneys received from fees au
thorized under this section-

"(1) $40,000,000 shall be deposited in the 
general fund of the Treasury to reimburse 
the United States for amounts appropriated 
for use by the Commission in carrying out 
its functions under this Act; and 

"(2) the remainder shall be deposited as an 
offsetting collection in, and credited to, the 
account providing appropriations to carry 
out the functions of the Commission.". 

(3) SCHEDULE OF APPLICATION FEES FOR 
PCS.-The schedule of application fees in 
section 8(g) of such Act is amended by add
ing, at the end of the portion under the head
ing "COMMON CARRIER SERVICES"' the follow
ing new item: 

"23. Personal communications 
services 

"a. Initial or new application ... 230 
"b. Amendment to pending ap-

plication . .. ... .. ..... .. .. ... .... ... .. .. . 35 
"c. Application for assignment 

or transfer of control . ..... .. .. ... 230 
"d. Application for renewal of 

license... ................ ................. 35 
"e. Request for special tem-

porary authority .................... 200 
"f. Notification of completion 

of construction . .. .. . . . . . . . . . . . . . . .. . 35 
"g. Request to combine service 

areas ...................................... 50". 
(4) VANITY CALL SIGNS.-
(A) LIFETIME LICENSE FEES.-
(i) AMENDMENT.-The schedule of applica

tion fees in section 8(g) of such Act is further 
amended by adding, at the end of the portion 
under the heading "PRIVATE RADIO SERV
ICES", the following new item: 

"11. Amateur vanity call signs. 150.00". 
(ii) TREATMENT OF RECEIPTS.-Moneys re

ceived from fees established under the 
amendment made by this subsection shall be 
deposited as an offsetting collection in, and 
credited to, the account providing appropria
tions to carry out the functions of the Com
mission. 

(B) TERMINATION OF ANNUAL REGULATORY 
FEES.-The schedule of regulatory fees in 
section 9(g) of such Act (47 U.S.C. 159(g)) is 
amended by striking the following item from 
the fees applicable to the Private Radio Bu
reau: 
"Amateur vanity call-signs....... ........ 7". 

(b) REGULATORY FEES. 
(1) EXECUTIVE AND LEGAL COSTS.-Section 

9(a)(l) of the Communications Act of 1934 (47 
U.S.C. 159(a)(l)) is amended by inserting be
fore the period at the end the following: ", 
and all executive and legal costs incurred by 
the Commission in the discharge of these 
functions". 

(2) ESTABLISHMENT AND ADJUSTMENT.-Sec
tion 9(b) of such Act is amended-

(A) in paragraph (4)(B), by striking "90 
days" and inserting "45 days"; and 
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(B) by adding at the end the following new 

paragraph: 
"(5) EFFECTIVE DATE OF ADJUSTMENTS.-The 

Commission is authorized to continue to col
lect fees at the prior year's rate until the ef
fective date of fee adjustments or amend
ments made pursuant to paragraph (2) or 
(3).". 

(3) REGULATORY FEES FOR SATELLITE TV OP
ERA'~ . :Ns.-The schedule of regulatory fees 
in section 9(g) of such Act is amended, in the 
fees applicable to the Mass Media Bureau, by 
inserting after each of the items pertaining 
to construction permits in the fees applica
ble to VHF commercial and UHF commercial 
TV the following new item: 

"Terrestrial television satellite op-
erations ............. .......................... 500". 

(4) GOVERNMENTAL ENTITIES USE FOR COM
MON CARRIER PURPOSES.-Section 9(h) of such 
Act is amended by adding at the end the fol
lowing new sentence: "The exceptions pro
vided by this subsection for governmental 
entities shall not be applicable to any serv
ices that are provided on a commercial basis 
in competition with another carrier.". 

(5) INFORMATION REQUIRED IN CONNECTION 
WITH ADJUSTMENT OF REGULATORY FEES.
Title I of such Act is amended-

(A) in section 9, by striking subsection (i); 
and 

(B) by inserting after section 9 the follow
ing new section: 
"SEC. 10. ACCOUNTING SYSTEM AND ADJUST· 

MENT INFORMATION. 
"(a) ACCOUNTING SYSTEM REQUIRED.-The 

Commission shall develop accounting sys
tems for the purposes of making the adjust
ments authorized by sections 8 and 9. The 
Commission shall annually prepare and sub
mit to the Congress an analysis of such sys
tems and shall annually afford interested 
persons the opportunity to submit comments 
concerning the allocation of the costs of per
forming the functions described in section 
8(a)(5) and 9(a)(l) in making such adjust
ments in the schedules required by sections 
8 and 9. 

" (b) INFORMATION REQUIRED IN CONNECTION 
WITH ADJUSTMENT OF APPLICATION AND REGU
LATORY FEES.-

"(1) SCHEDULE OF REQUESTED AMOUNTS.-No 
later than May 1 of each calendar year, the 
Commission shall prepare and transmit to 
the Committees of Congress responsible for 
the Commission's authorization and appro
priations a detailed schedule of the amounts 
requested by the President's budget to be ap
propriated for the ensuing fiscal year for the 
activities described in sections 8(a)(5) and 
9(a)(l), allocated by bureaus, divisions, and 
offices of the Commission. 

" (2) ExPLANATORY STATEMENT.-If the 
Commission anticipates increases in the ap
plication fees or regulatory fees applicable 
to any applicant, licensee, or unit subject to 
payment of fees, the Commission shall sub
mit to the Congress by May 1 of such cal
endar year a statement explaining the rela
tionship between any such increases and ei
ther (A) increases in the amounts requested 
to be appropriated for Commission activities 
in connection with such applicants, licens
ees, or units subject to payment of fees, or 
(B) additional activities to be performed 
with respect to such applicants, licensees, or 
units. 

" (3) DEFINITION.-For purposes of this sub
section, the term 'amount requested by the 
President's budget' shall include any adjust
ments to such requests that are made by 
May 1 of such calendar year. If any such ad
justment is made after May 1, the Commis
sion shall provide such Committees with up-

dated schedules and statements containing 
the in~ormation required by this subsection 
within 10 days after the date of any such ad
justment.". 

SEC. 3103. AUCTION OF RECAPI'URED ANALOG LI· 
CE NS ES. 

(a) LIMITATIONS ON TERMS OF ANALOG TELE
VISION LICENSES (" REVERSION DATE").-The 
Commission shall not renew any analog tele
vision license for a period that extends be
yond the earlier of December 31, 2005, or one 
year after the date the Commission finds, 
based on annual surveys conducted pursuant 
to subsection (b), that at least 95 percent of 
households in the United States have the ca
pability to receive and display video signals, 
other than video signals transmitted pursu
ant to an analog television license. After 
such date, the Commission shall not issue 
any television licenses other than advanced 
television licenses. 

(b) ANNUAL SURVEY.-The Secretary of 
Commerce shall, each calendar year from 
1998 to 2005, conduct a survey to estimate the 
percentage of households in the United 
States that have the capability to receive 
and display video signals other than signals 
transmitted pursuant to an analog television 
license. 

(c) SPECTRUM REVERSION.-The Commis
sion shall ensure that, as analog television 
licenses expire pursuant to subsection (a), 
spectrum previously used for the broadcast 
of analog television signals is reclaimed and 
reallocated in such manner as to maximize 
the deployment of new services. Licensees 
for new services shall be selected by com
petitive bidding. The Commission shall com
plete the competitive bidding procedure by 
May 1, 2002. 

(d) MINIMUM SERVICE OBLIGATION.-
(1) PROVISION OF CAPABILITY TO RECEIVE AD

VANCED SERVICES.-The Commission shall, by 
regulation, establish procedures to ensure 
that, within the year prior to the reversion 
date defined in subsection (a), the advanced 
television licensees shall provide each house
hold with the capability to receive and dis
play video signals for · advanced television 
services if such household requests such ca
pabil.ity. 

(2) PROVISION OF NONSURSCRIPTION SERV
ICES.-Each advanced television service li
censee shall provide, for at least a minimum 
of 5 years from the date identified in sub
section (a), at least one nonsubscription 
video service that meets or exceeds mini
mum technical standards established by the 
Commission. In setting such minimum tech
nical standards, the Commission shall, to the 
extent technically feasible, ensure that pic
ture and audio quality are at least as good as 
that provided to recipients within the Grade 
B contour of an analog television license. 
The Commission shall revoke the license of 
any advanced television licensee who fails to 
meet this condition of the license. 

(e) DEFINITIONS.-As used in this section: 
(1) The term "Commission" means the 

Federal Communications Commission. 
(2) The term " advanced television serv

ices" means television services provided 
using digital or other advanced technology 
to enhance audio quality and video resolu
tion, as further defined in the Opinion, Re
port, and Order of the Commission entitled 
"Advanced Television Systems and Their 
Impact Upon the Existing Television Serv
ice," MM Docket No. 87-268. 

(3) The term "analog television licenses" 
means licenses issued pursuant to 47 C.F.R. 
73.682 et seq. 

SEC. 3104. PATENT AND TRADEMARK FEES. 
Section 10101 of the Omnibus Budget Rec

onciliation Act of 1990 (35 U.S.C. 41 note) is 
amended-

(1) in subsection (a) by striking " 1998" and 
inserting "2002"; 

(2) in subsection (b)(2) by striking "1998" 
and inserting "2002"; and 

(3) in subsection (c)-
(A) by striking "through 1998" and insert-

ing "through 2002"; and 
(B) by adding at the end the following: 
"(9) Sll9,000,000 in fiscal year 1999. 
"(10) $119,000,000 in fiscal year 2000. 
" (11) $119,000,000 in fiscal year 2001. 
"(12) Sll9,000,000 in fiscal year 2002. ". 

SEC. 3105. REPEAL OF AUTHORIZATION OF TRAN· 
SITIONAL APPROPRIATIONS FOR 
TIIE UNITED STATES POSTAL SERV
ICE. 

(a) IN GENERAL.-(1) Section 2004 of title 39, 
United States Code, is repealed. 

(2)(A) The table of sections for chapter 20 
of such title is amended by repealing the 
item relating to section 2004. 

(B) Section 2003(e)(2) of such title is 
amended by striking "sections 2401 and 2004" 
each place it appears and inserting "section 
2401". 

(b) CLARIFICATION THAT LIABILITIES FOR
MERLY PAID PURSUANT TO SECTION 2004 RE
MAIN LIABILITIES PAYABLE BY THE POSTAL 
SERVICE.-Section 2003 of title 39, United 
States Code, is amended by adding at the end 
the following: 

"(h) Liabilities of the former Post Office 
Department to the Employees' Compensa
tion Fund (appropriations for which were au
thorized by former section 2004, as in effect 
before the effective date of this subsection) 
shall be liabilities of the Postal Service pay
able out of the Fund.". 

TITLE IV-TRANSPORTATION 
SEC. 4101. EXTENSION OF RAILROAD SAFETY 

FEES. 
Subsection (e) of section 20115 of title 49, 

United States Code, is repealed. 
SEC. 4102. PERMANENT EXTENSION OF VESSEL 

TONNAGE DUTIES. 
(a) EXTENSION OF DUTIES.-Section 36 of 

the Act of August 5, 1909 (36 Stat. 111; 46 App. 
U.S.C. 121), is amended-

(1) by striking "for fiscal years 1991, 1992, 
1993, 1994, 1995, 1996, 1997, 1998, and 2 cents per 
ton not to exceed in the aggregate 10 cents 
per tone in any one year, for each fiscal year 
thereafter"; and 

(2) by striking "for fiscal years 1991, 1992, 
1993, 1994, 1995, 1996, 1997, 1998, and 6 cents per 
ton, not to exceed 30 cents per ton for each 
fiscal year thereafter". 

(b) CONFORMING AMENDMENT.-The Act en
titled "An Act concerning tonnage duties on 
vessels entering otherwise than by sea", ap
proved March 8, 1910 (36 Stat. 234; 46 App. 
U.S.C. 132), is amended by striking " for fiscal 
years 1991, 1992, 1993, 1994, 1995, 1996, 1997, and 
1998, and 2 cents per ton, not to exceed in the 
aggregate 10 cents per ton in any 1 year, for 
each fiscal year thereafter,". 
SEC. 4103. SALE OF GOVERNORS ISLAND, NEW 

YORK. 
(a) IN GENERAL.-Notwithstanding any 

other provision of law, the Administrator of 
General Services shall dispose of by sale at 
fair market value all rights, title, and inter
ests of the United States in and to the land 
of, and improvements to, Governors Island, 
New York. 

(b) RIGHT OF FIRST REFUSAL.-Before a sale 
is made under subsection (a) to any other 
parties, the State of New York and the city 
of New York shall be given the right of first 
refusal to purchase all or part of Governors 
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Island. Such right may be exercised by either 
the State of New York or the city of New 
York or by both parties acting jointly. 

(c) PROCEEDS.-Proceeds from the disposal 
of Governors Island under subsection (a) 
shall be deposited in the general fund of the 
Treasury and credited as miscellaneous re
ceipts. 
SEC. 4104. SALE OF AIR RIGHTS. 

(a) IN GENERAL.-Notwithstanding any 
other provision of law, the Administrator of 
General Services shall sell, at fair market 
value and in a manner to be determined by 
the Administrator, the air rights adjacent to 
Washington Union Station described in sub
section (b), including air rights conveyed to 
the Administrator under subsection (d). The 
Administrator shall complete the sale by 
such date as is necessary to ensure that the 
proceeds from the sale will be deposited in 
accordance with subsection (c). 

(b) DESCRIPTION.-The air rights referred to 
in subsection (a) total approximately 16.5 
acres and are depicted on the plat map of the 
District of Columbia as follows: 

(1) Part of lot 172, square 720. 
(2) Part of lots 172 and 823, square 720. 
(3) Part of lot 811, square 717. 
(c) PROCEEDS.-Before September 30, 1996, 

proceeds from the sale of air rights under 
subsection (a) shall be deposited in the gen
eral fund of the Treasury and credited as 
miscellaneous receipts. 

(d) CONVEYANCE OF AMTRAK AIR RIGHTS.
(1) GENERAL RULE.-As a condition of fu

ture Federal financial assistance, Amtrak 
shall convey to the Administrator of General 
Services on or before December 31, 1995, at no 
charge, all of the air rights of Amtrak de
scribed in subsection (b). 

(2) FAILURE TO COMPLY.-If Amtrak does 
not meet the condition established by para
graph (1), Amtrak shall be prohibited from 
obligating Federal funds after March 1, 1996. 

TITLE V-HOUSING PROVISIONS 
SEC. 5101. REDUcrION OF SECTION 8 ANNUAL 

ADJUSTMENT FACTORS FOR UNITS 
WITHOUT TENANT TURNOVER. 

Paragraph (2)(A) of section 8(c) of the Unit
ed States Housing Act of 1937 (42 U.S.C. 
1437f(c)(2)(A)) is amended by striking the last 
sentence. 
SEC. 5102. MAXIMUM MORTGAGE AMOUNT FLOOR 

FOR SINGLE FAMILY MORTGAGE IN
SURANCE. 

Subparagraph (A) of the first sentence of 
section 203(b)(2) of the National Housing Act 
(12 U.S.C. 1709(b)(2)(A)) is amended by strik
ing "the greater of'' and all that follows 
through "applicable size" and inserting the 
following: "50 percent of the dollar amount 
limitation determined under section 305(a)(2) 
of the Federal Home Loan Mortgage Cor
poration Act (as adjusted annually under 
such section) for a residence of the applica
ble size". 
SEC. 5103. FORECLOSURE AVOIDANCE AND BOR· 

ROWER ASSISTANCE. 
(a) FORECLOSURE A VOIDANCE.-The last sen

tence of section 204(a) of the National Hous
ing Act (12 U.S.C. 1710(a)) is amended by in
serting before the period the following: ": 
And provided further, That the Secretary may 
pay insurance benefits to the mortgagee to 
recompense the mortgagee for its actions to 
provide an alternative to foreclosure of a 
mortgage that is in default, which actions 
may include such actions as special forbear
ance, loan modification, and deeds in lieu of 
foreclosure, all upon such terms and condi
tions as the mortgagee shall determine in 
the mortgagee's sole discretion within guide
lines provided by the Secretary, but which 
may not include assignment of a mortgage 

to the Secretary: And provided further, That 
for purposes of the preceding proviso, no ac
tion authorized by the Secretary and no ac
tion taken, nor any failure to act, by the 
Secretary or the mortgagee shall be subject 
to judicial review". 

(b) AUTHORITY TO ASSIST MORTGAGORS IN 
DEFAULT.-Section 230 of the National Hous
ing Act (12 U.S.C. 1715u) is amended to read 
as follows: 

"AUTHORITY TO ASSIST MORTGAGORS IN 
DEFAULT 

"SEC. 230. (a) PAYMENT OF PARTIAL 
CLAIM.-The Secretary may establish a pro
gram for payment of a partial insurance 
claim to a mortgagee that agrees to apply 
the claim amount to payment of a mortgage 
on a 1- to 4-family residence that is in de
fault. Any such payment under such program 
to the mortgagee shall be made in the Sec
retary's sole discretion and on terms and 
conditions acceptable to the Secretary, ex
cept that-

"(1) the amount of the payment shall be in 
an amount determined by the Secretary, 
which shall not exceed an amount equivalent 
to 12 monthly mortgage payments and any 
costs related to the default that are ap
proved by the Secretary; and 

"(2) the mortgagor shall agree to repay the 
amount of the insurance claim to the Sec
retary upon terms and conditions acceptable 
to the Secretary. 
The Secretary may pay the mortgagee, from 
the appropriate insurance fund, in connec
tion with any activities that the mortgagee 
is required to undertake concerning repay
ment by the mortgagor of the amount owed 
to the Secretary. 

"(b) ASSIGNMENT.-
"(!) PROGRAM AUTHORITY.-The Secretary 

may establish a program for assignment to 
the Secretary, upon request of the mortga
gee, of a mortgage on a 1- to 4-family resi
dence insured under this Act. 

"(2) PROGRAM REQUIREMENTS.-The Sec
retary may accept assignment of a mortgage 
under a program under this subsection only 
if-

"(A) the mortgage was in default; 
"(B) the mortgagee has modified the mort

gage to cure the default and provide for 
mortgage payments within the reasonable 
ability of the mortgagor to pay at interest 
rates not exceeding current market interest 
rates; and 

"(C) the Secretary arranges for servicing of 
the assigned mortgage by a mortgagee 
(which may include the assigning mortga
gee) through procedures that the Secretary 
has determined to be in the best interests of 
the appropriate insurance fund. 

"(3) PAYMENT OF INSURANCE BENEFITS.
Upon accepting assignment of a mortgage 
under the program under this subsection, the 
Secretary may pay insurance benefits to the 
mortgagee from the appropriate insurance 
fund in an amount that the Secretary deter
mines to be appropriate, but which may not 
exceed the amount necessary to compensate 
the mortgagee for the assignment and any 
losses resulting from the mortgage modifica
tion. 

"(c) PROHIBITION OF JUDICIAL REVIEW.-No 
decision by the Secretary to exercise or fore
go exercising any authority under this sec
tion shall be subject to judicial review.". 

(c) SAVINGS PROVISION.-Any mortgage for 
which the mortgagor has applied to the Sec
retary of Housing and Urban Development, 
before the date of the enactment of this Act, 
for assignment pursuant to section 230(b) of 
the National Housing Act shall continue to 
be governed by the provisions of such sec-

tion, as in effect immediately before such 
date of enactment. 

(d) APPLICABILITY OF OTHER LAWS.-No pro
vision of the National Housing Act or any 
other law shall be construed to require the 
Secretary of Housing and Urban Develop
ment to provide an alternative to foreclosure 
for mortgagees with mortgages on 1- to 4-
family residences insured by the Secretary 
under the National Housing Act, or to accept 
assignments of such mortgages. 
TITLE VI-INDEXATION AND MISCELLANE

OUS ENTITLEMENT-RELATED PROVI
SIONS 

SEC. 6101. CONSUMER PRICE INDEX. 
(a) ADJUSTMENTS APPLICABLE TO INTERNAL 

REVENUE CODE PROVISIONS.-
(!) IN GENERAL.-Paragraph (3) of section 

l(f) of the Internal Revenue Code of 1986 (de
fining cost-of-living adjustment) is amended 
by striking the period at the end and insert
ing a comma and by inserting at the end the 
following flush material: 
"reduced by the number of percentage points 
determined under paragraph (8) for the cal
endar year for which such adjustment is 
being determined." 

(2) LIMITATION ON INCREASES.-Subsection 
(f) of section 1 of such Code is amended by 
adding at the end the following new para
graph: 

"(8) LIMITATION ON INCREASES IN CPI.-
"(A) IN GENERAL.-The number of percent

age points determined under this paragraph 
for any calendar year is-

"(i) in the case of calendar years 1996, 1997, 
and 1998, 0.5 percentage point, and 

"(ii) in the case of calendar years 1999, 2000, 
2001, and 2002, 0.3 percentage point. 

"(B) COMPUTATION OF BASE TO REFLECT LIM
ITATION.-The Secretary shall adjust the 
number taken into account under paragraph 
(3)(B) so that any increase which is not 
taken into account by reason of subpara
graph (A) shall not be taken into account at 
any time so as to allow such increase for any 
period." 

(b) ADJUSTMENTS APPLICABLE TO CERTAIN 
ENTITLEMENT PROGRAMS.-

(1) IN GENERAL.-For purposes of determin
ing the amount of any cost-of-living adjust
ment which takes effect for benefits payable 
after December 31, 1995, with respect to any 
payment (or benefit) described in paragraph 
(5)--

(A) any increase in the relevant index (de
termined without regard to this subsection) 
shall be reduced by the number of percentage 
points determined under paragraph (2), and 

(B) the amount of the increase in such pay
ment (or benefit) shall be equal to the prod
uct of-

(i) the increase in the relevant index (as re
duced under subparagraph (A)), and 

(ii) the average such payment (or benefit) 
for the preceding calendar year under the 
program described in paragraph (5) which 
provides such payment (or benefit). 

(2) LIMITATION ON INCREASES.-
(A) IN GENERAL.-The number of percent

age points determined under this paragraph 
for any calendar year is-

(i) in the case of calendar years 1996, 1997, 
and 1998, 0.5 percentage point, and 

(ii) in the case of calendar years 1999, 2000, 
2001, and 2002, 0.3 percentage point. 

(B) COMPUTATION OF BASE TO REFLECT LIMI
TATION.-Any increase which is not taken 
into account by reason of subparagraph (A) 
shall not be taken into account at any time 
so as to allow such increase for any period. 

(3) PARAGRAPH (1) TO APPLY ONLY TO COM
PUTATION OF BENEFIT AMOUNTS.-Paragraph 
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(1) shall apply only for purposes of determin
ing the amount of payments (or benefits) and 
not for purposes of determining-

(A) whether a threshold increase in the rel
evant index has been met, or 

(B) increases in amounts under other pro
visions of law not described in paragraph (5) 
which operate by reference to increases in 
such payments (or benefits). 

(4) DEFINITIONS.-For purposes of this sub
section-

(A) COST-OF-LIVING ADJUSTMENT.-The term 
"cost-of-living adjustment" means any ad
justment in the amount of payments (or ben
efits) described in paragraph (5) which is de
termined by reference to changes in an 
index. 

(B) INDEX.-
(i) INDEX.-The term "index" means the 

Consumer Price Index and any other index of 
price or wages. 

(ii) RELEVANT INDEX.-The term "relevant 
index" means the index on the basis of which 
the amount of the cost-of-living adjustment 
is determined. 

(5) PAYMENTS AND BENEFITS TO WlllCH SUB
SECTION APPLIES.-For purposes of this sub
section, the payments and benefits described 
in this paragraph are-

(A) old age, survivors, and disability insur
ance benefits subject to adjustment under 
section 215(i) of the Social Security Act (but 
the limitation under paragraph (1) shall not 
apply to supplemental security income bene
fits under title XVI of such Act); 

(B) retired and retainer pay subject to ad
justment under section 1401a of title 10, 
United States Code; 

(C) civil service retirement benefits under 
section 8340 of title 5, United States Code, 
foreign service retirement benefits under 
section 826 of the Foreign Service Act of 1980, 
Central Intelligence Agency retirement ben
efits under part J of the Central Intelligence 
Agency Retirement Act of 1964 for certain 
employees, and any other payments or bene
fits under any similar provision under any 
retirement system for employees of the gov
ernment of the United States; 

(D) Federal workers' compensation under 
section 8146a of title 5, United States Code; 

(E) benefits under section 3(a), 4(a), or 4(f) 
of the Railroad Retirement Act of 1974; and 

(F) benefits under title xvm or XIX of the 
Social Security Act. 
SEC. 6102. REPEAL OF ENTITLEMENT FUNDING 

FOR FAMILY PRESERVATION AND 
SUPPORT SERVICES. 

(a) IN GENERAL.-Subpart 2 of part B of 
title IV of the Social Security Act (42 U.S.C. 
629a-629e) is hereby repealed. 

(b) CONFORMING AMENDMENTS.-
(1) Part B of title IV of such Act (42 U.S.C. 

620 et seq.) is amended by striking the head
ing for such part and for subpart 1 of such 
part and inserting the following: 

"PART B-CHILD WELFARE SERVICES". 
(2) Section 422 of such Act (42 U.S.C. 622) is 

amended-
(A) in subsection (a), by striking "this sub

part" and inserting "this part"; 
(B) in subsection (b), by striking "this sub

part" each place such term appears and in
serting "this part"; and 

(C) in subsection (b)(2), by striking "under 
the State plan approved under subpart 2 of 
this part,"; 

(3) Section 423(a) of such Act (42 U.S.C. 
623(a)) is amended by striking "this subpart" 
and inserting "this part". 

(4) Section 428(a) of such Act (42 U.S.C. 
628(a)) is amended by striking "this subpart" 
each place such term appears and inserting 
"this part". 

(5) Section 471(a)(2) of such Act (42 U.S.C. 
671(a)(2)) is amended by striking "subpart 1 
of''. 

(6) Section 13712(c) of the Omnibus Budget 
Reconciliation Act of 1993 (42 U.S.C. 670 note) 
is amended by inserting "(as in effect before 
the effective date of section 6101 of the Omni
bus Budget Reconciliation Act of 1995)" after 
"Act" each place such term appears. 

(c) EFFECTIVE DATE.-The amendments 
made by this section shall take effect on 
January l, 1996. 
SEC. 6103. MATCHING RATE REQUIREMENT FOR 

TITLE XX BLOCK GRANTS TO STATES 
FOR SOCIAL SERVICES. 

Section 2002(a)(l) of the Social Security 
Act (42 U.S.C. 1397a(a)(l)) is amended by 
striking "Each State" and all that follows 
through the period and inserting the follow
ing: "(A) Each State shall be entitled to pay
ment under this title for each fiscal year in 
an amount equal to the lesser of-

"(i) 80 percent of the total amount ex
pended by the State during the fiscal year 
for services referred to in subparagraph (B); 
or 

"(ii) the allotment of the State for the fis
cal year. 

"(B) A State to which a payment is made 
under this title shall use the payment for 
services directed at the goals set forth in 
section 2001, subject to the requirements of 
this title.". 
SEC. 6104. DENIAL OF UNEMPLOYMENT INSUR· 

ANCE TO CERTAIN mGH-INCOME IN· 
DMDUALS. 

(a) GENERAL RULE.-Subsection (a) of se:::
tion 3304 of the Internal Revenue Code of 
1986, as amended by section 10101, is further 
amended by striking "and" at the end of 
paragraph (18), by redesignating paragraph 
(19) as paragraph (20), and by inserting after 
paragraph (18) the following new paragraph: 

"(19) compensation shall not be payable to 
any individual for any benefit year if the 
taxable income of such individual for such 
individual's most recent taxable year ending 
before the beginning of such benefit year ex
ceeded $120,000; and". 

(b) EFFECTIVE DATE.-
(1) IN GENERAL.-Except as provided in 

paragraph (2), the amendment made by this 
section shall apply to benefit years begin
ning after December 31, 1995. 

(2) SPECIAL RULE.-In the case of any State 
the legislature of which has not been in ses
sion for at least 30 calendar days (whether or 
not successive) between the date of the en
actment of this Act and December 31, 1995, 
the amendments made by this section shall 
apply to benefit years beginning after the 
day 30 calendar days after the first day on 
which such legislature is in session on or 
after December 31, 1995. 
SEC. 6105. DENIAL OF UNEMPLOYMENT INSUR· 

ANCE TO INDMDUALS WHO VOLUN· 
TARILY LEAVE MILITARY SERVICE. 

(a) GENERAL RULE.-Paragraph (1) of sec-
tion 8521(a) of title 5, United States Code, is 
amended to read as follows: 

"(1) 'Federal service' means active service 
(not including active duty in a reserve status 
unless for a continuous period of 45 days or 
more) in the armed forces or the commis
sioned corps of the National Oceanic and At
mospheric Administration if with respect to 
that service the individual-

"(A) was discharged or released under hon
orable conditions, 

"(B) did not resign or voluntarily leave the 
service, and 

"(C) was not discharged or released for 
cause as defined by the Secretary of De
fense;". 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) shall apply in the 
case of a discharge or release after the date 
of the enactment of this Act. 

TITLE VII-MEDICAID REFORM 
TABLE OF CONTENTS OF TITLE 

Subtitle A-Per Capita Spending Limit 
Sec. 7001. Limitation on expenditures recog

nized for purposes of Federal fi
nancial participation. 

Subtitle B-Medicaid Managed Care 
Sec. 7101. Permitting greater flexibility for 

States to enroll beneficiaries in 
managed care arrangements. 

Sec. 7102. Removal of barriers to provision 
of medicaid services through 
managed care. 

Sec. 7103. Additional requirements for med
icaid managed care plans. 

Sec. 7104. Preventing fraud in medicaid 
managed care. 

Sec. 7105. Assuring adequacy of payments to 
medicaid managed care plans 
and providers. 

Sec. 7106. Sanctions for noncompliance by 
eligible managed care provid
ers. 

Sec. 7107. Report on public health services. 
Sec. 7108. Report on payments to hospitals. 
Sec. 7109. Conforming amendments. 
Sec. 7110. Effective date; status of waivers. 
Subtitle C-Additional Reforms of Medicaid 

Acute Care Program 
Sec. 7201. Permitting increased flexibility in 

medicaid cost-sharing. 
Sec. 7202. Limits on required coverage of ad

ditional treatment services 
under EPSDT. 

Sec. 7203. Delay in application of new re
quirements. 

Sec. 7204. Deadline on action on waivers. 
Subtitle D-National Commission on 

Medicaid Restructuring 
Sec. 7301. Establishment of commission. 
Sec. 7302. Duties of commission. 
Sec. 7303. Administration. 
Sec. 7304. Authorization of appropriations. 
Sec. 7305. Termination. 
Subtitle E-Restrictions on Disproportionate 

Share Payments 
Sec. 7401. Reforming disproportionate share 

payments under State medicaid 
programs. 

Subtitle F-Fraud Reduction 
Sec. 7501. Monitoring payments for dual eli

gibles. 
Sec. 7502. Improved identification systems. 

Subtitle A-Per Capita Spending Limit 
SEC. 7001. LIMITATION ON EXPENDITURES REC· 

OGNIZED FOR PURPOSES OF FED
ERAL FINANCIAL PARTICIPATION. 

(a) IN GENERAL.-Title XIX of the Social 
Security Act is amended-

(1) in section 1903(a), by striking "From" 
and inserting "Subject to section 1931, 
from"; 

(2) by redesignating section 1931 as section 
1932; and 

(3) by inserting after section 1930 the fol
lowing new section: 
"LIMITATION ON FEDERAL FINANCIAL PARTICI

PATION BASED ON PER BENEFICIARY SPENDING 
"SEC. 1931. (a) IN GENERAL.-Subject to 

subsection (e), the total amount of State ex
penditures for medical assistance for which 
Federal financial participation may be made 
under section 1903(a) for quarters in a fiscal 
year (beginning with fiscal year 1997) may 
not exceed the sum of the following: 

"(l) NONDISABLED MEDICAID CHILDREN.-The 
product of-
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"(A) the number of full-year equivalent 

nondisabled medicaid children (described in 
subsection (b)(l)) in the State in the fiscal 
year, and 

"(B) the per capita medical assistance 
limit established under subsection (c)(l) for 
such category of individuals for the fiscal 
year. 

"(2) NONDISABLED MEDICAID ADULTS.-The 
product of-

"(A) the number of full-year equivalent 
nondisabled medicaid adults (described in 
subsection (b)(2)) in the State in the fiscal 
year, and 

"(B) the per capita medical assistance 
limit established under subsection (c)(l) for 
such category individuals for the fiscal year. 

"(3) NON DISABLED ELDERLY MEDICAID BENE
FICIARIES.-The product of-

"(A) the number of full-year equivalent 
nondisabled elderly medicaid beneficiaries 
(described in subsection (b)(3)) in the State 
in the fiscal year, and 

"(B) the per capita medical assistance 
limit established under subsection (c)(l) for 
such category of individuals for the fiscal 
year. 

"(4) DISABLED MEDICAID BENEFICIARIES.
The product of-

"(A) the number of full-year equivalent 
disabled medicaid beneficiaries (described in 
subsection (b)(4)) in the State in the fiscal 
year, and 

"(B) the per capita medical assistance 
limit established under subsection (c)(l) for 
such category individuals for the fiscal year. 

"(5) ADMINISTRATIVE EXPENDITURES.-The 
product of-

"(A) the number of full-year equivalent 
medicaid beneficiaries who are in any cat
egory of beneficiaries in the State in the fis
cal year, and 

"(B) the per capita limit established under 
subsection (c)(l) for administrative expendi
tures for the fiscal year. 
This section shall not apply to expenditures 
for which no Federal financial participation 
is available under this title. 

"(b) DEFINITIONS RELATING TO CATEGORIES 
OF INDIVIDUALS.-In this section: 

"(1) NONDISABLED MEDICAID CHILDREN.-The 
term 'nondisabled medicaid child' means an 
individual entitled to medical assistance 
under the State plan under this title who is 
not disabled (as such term is used under 
paragraph (4)) and is under 21 years of age. 

"(2) NONDISABLED MEDICAID ADULTS.-The 
term 'nondisabled medicaid adult' means an 
individual entitled to medical assistance 
under the State plan under this title who is 
not disabled (as such term is used under 
paragraph (4)) and is at least 21 years of age 
but under 65 years of age. 

"(3) NONDISABLED ELDERLY MEDICAID BENE
FICIARY.-The term 'nondisabled medicaid 
adult' means an individual entitled to medi
cal assistance under the State plan under 
this title who is not disabled (as such term is 
used under paragraph (4)) and is at least 65 
years of age. 

"(4) DISABLED MEDICAID BENEFICIARIES.
The term 'disabled medicaid beneficiary' 
means an individual entitled to medical as
sistance under the State plan under this title 
who is entitled to such assistance solely on 
the basis of blindness or disability. 
For purposes of this section, nondisabled 
medicaid children, nondisabled medicaid 
adults, nondisabled elderly medicaid be'ne
ficiaries, and disabled medicaid beneficiaries 
each constitutes a separate category of med
icaid beneficiaries. 

"(c) ESTABLISHMENT OF PER CAPITA LIM
ITS.-

"(1) IN GENERAL.-The Secretary shall es
tablish for each State a per capita medical 
assistance limit for each category of medic
aid beneficiaries described in subsection (b) 
and for administrative expenditures for a fis
cal year equal to the product of the follow
ing: 

"(A) PREVIOUS EXPENDITURES.-The aver
age of the amount of the per capita match
able medical assistance expenditures (deter
mined under paragraph (2)(A)) for such cat
egory (or the per capita matchable 
adminstrative expenditures determined 
under paragraph (2)(B)) for such State for 
each of the 3 previous fiscal years. 

"(B) INFLATION FACTOR.-The rolling 2-year 
CPI increase factor (determined under para
graph (3)(A)) for the fiscal year involved. 

"(C) TRANSITIONAL ALLOWANCE.-The tran
sitional allowance factor (if any) applicable 
under paragraph (3)(B) to such limit for the 
previous fiscal year and for the fiscal year 
involved. 

"(2) PER CAPITA MATCHABLE MEDICAL AS
SISTANCE EXPENDITURES.-For purposes of 
this section-

"(A) MEDICAL ASSISTANCE EXPENDITURES.
The 'per capita matchable medical assist
ance expenditures', for a category of medic
aid beneficiaries for a State for a fiscal year, 
is equal to-

"(i) the amount of expenditures for which 
Federal financial participation is (or may be) 
provided (consistent with this section) to the 
State under paragraphs (1) and (5) of section 
1903(a) (other than expenditures excluded 
under subsection (e)) with respect to medical 
assistance furnished with respect to individ
uals in such category during the fiscal year, 
divided by 

"(ii) the number of full-year equivalent in
dividuals in such category in the State in 
such fiscal year. 

"(B) PER CAPITA MATCHABLE ADMINISTRA
TIVE EXPENDITURES.-The 'per capita match
able administrative expenditures', for a 
State for a fiscal year, is equal to-

"(i) the amount of expenditures for which 
Federal financial participation is (or may be) 
provided (consistent with this section) to the 
State under section 1903(a) (under para
graphs (1) and (5) of such section) during the 
fiscal year, divided by 

"(ii) the number of full-year equivalent in
dividuals in any category of medicaid bene
ficiary in the State in such fiscal year. 

"(3) INCREASE FACTORS.-In this sub
section-

"(A) ROLLING 2-YEAR CPI INCREASE FAC
TOR.-The 'rolling 2-year CPI increase factor' 
for a fiscal year is 1 plus the percentage by 
which-

"(i) the Secretary's estimate of the aver
age value of the consumer price index for all 
urban consumers (all items, U.S. city aver
age) for months in the particular fiscal year, 
exceeds 

"(ii) the average value of such index for 
months in the 3 previous fiscal years. 

"(B) TRANSITIONAL ALLOWANCE FACTORS.
"(i) FISCAL YEAR 1996.-The 'transitional al

lowance factor' for fiscal year 1996-
"(I) for the category of nondisabled medic

aid children, is 1.051; 
"(II) for the category of nondisabled med

icaid adults, is 1.067; 
"(III) for the category of nondisabled elder

ly medicaid beneficiaries is 1.031; 
"(IV) for the category of disabled medicaid 

beneficiaries is 1.015; and 
"(V) for administrative expenditures is 

1.046. 
"(ii) SUBSEQUENT FISCAL YEARS FOR NON

DISABLED CHILDREN AND ADULTS AND FOR DIS-

ABLED CATEGORIES.-The 'transitional allow
ance factor' for the categories of nondisabled 
medicaid children, nondisabled medicaid 
adults, and disabled medicaid beneficiaries-

"(!) for fiscal years 1997 and 1998 is 1.02, 
"(II) for fiscal year 1999 is 1.015, 
"(III) for fiscal year 2000 is 1.01, 
"(IV) for fiscal year 2001 is 1.005, and 
"(V) for each subsequent fiscal year is 1.0. 
"(iii) SUBSEQUENT FISCAL YEARS FOR THE 

ELDERLY AND ADMINISTRATIVE EXPENDI
TURES.-The 'transitional allowance factor' 
for the category of nondisabled elderly med
icaid beneficiaries and for administrative ex
penditures for fiscal years after fiscal year 
1996 is 1.0. 

"(4) NOTICE.-The Secretary shall notify 
each State before the beginning of each fis
cal year of the per capita limits established 
under this subsection for the State for the 
fiscal year. 

"(d) SPECIAL RULES AND EXCEPTIONS.-For 
purposes of this section, expenditures attrib
utable to any of the following shall not be 
subject to the limits established under this 
section and shall not be taken into account 
in establishing per capita medical assistance 
limits under subsection (c)(l): 

"(1) DSH.-Payment adjustments under 
section 1923. 

"(2) .MEDICARE COST-SHARING.-Payments 
for medical assistance for medicare cost
sharing (as defined in section 1905(p)(3)). 

"(3) SERVICES THROUGH IHS AND TRIBAL PRO
VIDERS.-Payments for medical assistance 
for services described in the last sentence of 
section 1905(b). 

Nothing in this section shall be construed as 
applying any limitation to expenditures for 
the purchase and delivery of qualified pedi
atric vaccines under section 1928. 

"(e) DEFINITIONS.-In this section, the term 
'medicaid beneficiary' means an individual 
entitled to medical assistance under the 
State plan under this title. 

"(f) ESTIMATIONS AND NOTICE.-
"(l) IN GENERAL.-The Secretary shall
"(A) establish a process for estimating the 

limits established under subsection (a) for 
each State at the beginning of each fiscal 
year and adjusting such estimate during 
such year; and 

"(B) notifying each State of the esti
mations and adjustments referred to in sub
paragraph (A). 

"(2) DETERMINATION OF NUMBER OF FULL
YEAR EQUIVALENT INDIVIDUALS.-For purposes 
of this section, the number of full-year 
equivalent individuals in each category de
scribed in subsection (b) for a State for a 
year shall be determined based on actual re
ports submitted by the State to the Sec
retary. In the case of individuals who were 
not entitled to benefits under a State plan 
for the entire fiscal year (or are within a 
group of individuals for only part of a fiscal 
year), the number shall take into account 
only the portion of the year in which they 
were so entitled or within such group. The 
Secretary may audit such reports. 

"(g) ANTI-GAMING ADJUSTMENT TO REFLECT 
CHANGES IN ELIGIBILITY.-

"(l) REPORT ON PER CAPITA EXPENDI
TURES.-If a State makes a change (on or 
after October 15, 1995) relating to eligibility 
for medical assistance in its State plan that 
results in the addition or deletion of individ
uals eligible for such assistance, the State 
shall submit to the Secretary with such 
change such information as the Secretary 
may require in order to carry out paragraph 
(2). 
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"(2) ADJUSTMENT FOR CERTAIN ADDITIONS.

If a State makes a change described in para
graph (1) that the Secretary believes will re
sult in making medical assistance available 
for additional individuals (within a category 
described in subsection (b)) with respect to 
whom the Secretary estimates the per capita 
average medical assistance expenditures will 
be less the applicable per capita limit estab
lished under subsection (c)(l) for such cat
egory, the Secretary shall apply the per cap
ita limits under such subsection separately 
with respect to individuals who are eligible 
for medical assistance without regard to 
such addition and with respect to the indi
viduals so added. 

"(3) ADJUSTMENT FOR CERTAIN DELETIONS.
If a State makes a change described in para
graph (1) that the Secretary believes will re
sult in denial of medical assistance for indi
viduals (within a category described in sub
section (b)) with respect to whom the Sec
retary estimates the per capita average med
ical assistance expenditures is greater than 
the applicable per capita limit established 
under subsection (c)(l) for such catetory, the 
Secretary shall adjust the payment limits 
under subsection (a) to reflect any decrease 
in average per beneficiary expenditures that 
would result from such change. 

"(h) TREATMENT OF STATES OPERATING 
UNDER w AIVERS.-The Secretary shall pro
vide for such adjustments to the per capita 
limits under subsection (c) for a fiscal year 
as may be appropriate to take into account 
the case of States which either-

"(l) during any of the 3 previous fiscal 
years was providing medical assistance to its 
residents under a waiver granted under sec
tion 1115, section 1915, or other provision of 
law, and, in the fiscal year involved is no 
longer providing such medical assistance 
under such waiver; or 

"(2) during any of the 3 previous fiscal 
years was not providing medical assistance 
to its residents under a waiver granted under 
section 1115, section 1915, or other provision 
of law, and, in the fiscal year involved is pro
viding such medical assistance under such a 
waiver.". 

(b) ENFORCEMENT-RELATED PROVISIONS.
(1) ASSURING ACTUAL PAYMENTS TO STATES 

CONSISTENT WITH LIMITATION.-Section 1903(d) 
of such Act (42 U.S.C. 1396b(d)) is amended

(A) in paragraph (2)(A), by striking "The 
Secretary" and inserting "Subject to para
graph (7), the Secretary", and 

(B) by adding at the end the following new 
paragraph: 

"(7)(A) The Secretary shall take such steps 
as are necessary to assure that payments 
under this subsection for quarters in a fiscal 
year are consistent with the payment limits 
established under section 1931 for the fiscal 
year. Such steps may include limiting such 
payments for one or more quarters in a fiscal 
year based on-

"(i) an appropriate proportion of the pay
ment limits for the fiscal year involved, and 

"(ii) numbers of individuals within each 
category, as reported under subparagraph (B) 
for a recent previous quarter. 

"(B) Each State shall include, in its report 
filed under paragraph (l)(A) for a calendar 
quarter-

"(i) the actual number of individuals with
in each category described in section 1931(b) 
for the second previous calendar quarter and 
(based on the data available) for the previous 
calendar quarter, and 

"(ii) an estimate of such numbers for the 
calendar quarter involved.". 

(2) RESTRICTION ON AUTHORITY OF STATES TO 
APPLY LESS RESTRICTIVE INCOME AND RE-

SOURCE METHODOLOGIES.-Section 1902(r)(2) of 
such Act (42 U.S.C. 1396a(r)(2)) is amended by 
adding at the end the following new subpara
graph: 

" (C) Subparagraph (A) shall not apply to 
plan amendments made on or after October 
15, 1995.''. 

(C) CONFORMING AMENDMENT.-Section 
1903(i) of such Act (42 U.S.C. 1396b(i)) is 
amended-

(1) by striking "or" at the end of paragraph 
(14), 

(2) by striking the period at the end of 
paragraph (15) and inserting"; or", and 

(3) by inserting after paragraph (15) the fol
lowing: 

" (16) in accordance with section 1931, with 
respect to amounts expended to the extent 
they exceed applicable limits established 
under section 1931(a).". 

(d) EFFECTIVE DATE.-The amendments 
made by this section shall apply to payments 
for calendar quarters beginning on or after 
October 1, 1996. 

Subtitle B-Medicaid Managed Care 
SEC. 7101. PERMITTING GREATER FLEXIBILITY 

FOR STATES TO ENROLL BENE
FICIARIES IN MANAGED CARE AR
RANGEMENTS. 

(a) IN GENERAL.-Title XIX of the Social 
Security Act (42 U.S.C. 1396 et seq.), as 
amended by section 7001(a), is amended-

(1) by redesignating section 1932 as section 
1933; and 

(2) by inserting after section 1931 the fol
lowing new section: 
"STATE OPTIONS FOR ENROLLMENT OF BENE

FICIARIES IN MANAGED CARE ARRANGEMENTS 
"SEC. 1932. (a) MANDATORY ENROLLMENT.
"(!) IN GENERAL.-Subject to the succeed-

ing provisions of this section and notwith
standing paragraphs (1), (10)(B), and (23) of 
section 1902(a), a State may require an indi
vidual eligible for medical assistance under 
the State plan under this title to enroll with 
an eligible managed care provider as a condi
tion of receiving such assistance and, with 
respect to assistance furnished by or under 
arrangements with such provider, to receive 
such assistance through the provider, if the 
following provisions are met: 

"(A) The provider meets the requirements 
of section 1933. 

"(B) The provider enters into a contract 
with the State to provide services for the 
benefit of individuals eligible for benefits 
under this title under which prepaid pay
ments to such provider are made on an actu
arially sound basis. 

"(C) There is sufficient capacity among all 
providers meeting such requirements to en
roll and serve the individuals required to en
roll with such providers. 

"(D) The individual is not a special needs 
individual (as defined in subsection (c)). 

"(E) The State-
"(i) permits an individual to choose an eli

gible managed care provider-
"(!) from among not less than 2 medicaid 

managed care plans; or 
" (II) between a medicaid managed care 

plan and a primary care case management 
provider; 

"(ii) provides the individual with the op
portunity to change enrollment among eligi
ble managed care providers not less than 
once annually and notifies the individual of 
such opportunity not later than 60 days prior 
to the first date on which the individual may 
change enrollment; 

"(iii) establishes a method for establishing 
enrollment priorities in the case of an eligi
ble managed care provider that does not 
have sufficient capacity to enroll all such in-

dividuals seeking enrollment under which in
dividuals already enrolled with the provider 
are given priority in continuing enrollment 
with the provider; 

"(iv) establishes a default enrollment proc
ess which meets the requirements described 
in paragraph (2) and under which any such 
individual who does not enroll with an eligi
ble managed care provider during the enroll
ment period specified by the State shall be 
enrolled by the State with such a provider in 
accordance with such process; and 

"(v) establishes the sanctions provided for 
in section 1934. 

"(2) DEFAULT ENROLLMENT PROCESS RE
QUIREMENTS.-The default enrollment proc
ess established by a State under paragraph 
(l)(E)(iv) shall-

"(A) provide that the State may not enroll 
individuals with an eligible managed care 
provider which is not in compliance with the 
requirements of section 1933; and 

" (B) provide for an equitable distribution 
of individuals among all eligible managed 
care providers available to enroll individuals 
through such default enrollment process, 
consistent with the enrollment capacities of 
such providers. 

"(b) REENROLLMENT OF INDIVIDUALS WHO 
REGAIN ELIGIBILITY.-

"(l) IN GENERAL.-If an individual eligible 
for medical assistance under a State plan 
under this title and enrolled with an eligible 
managed care provider with a contract under 
subsection (a)(l)(B) ceases to be eligible for 
such assistance for a period of not greater 
than 2 months, the State may provide for the 
automatic reenrollment of the individual 
with the provider as of the first day of the 
month in which the individual is again eligi
ble for such assistance. 

"(2) CONDITIONS.-Paragraph (1) shall only 
apply if-

"(A) the month for which the individual is 
to be reenrolled occurs during the enroll
ment period covered by the individual's 
original enrollment with the eligible man
aged care provider; 

"(B) the eligible managed care provider 
continues to have a contract with the State 
agency under subsection (a)(l)(B) as of the 
first day of such month; and 

"(C) the eligible managed care provider 
complies with the requirements of section 
1933. 

"(3) NOTICE OF REENROLLMENT.-The State 
shall provide timely notice to an eligible 
managed care provider of any reenrollment 
of an individual under this subsection. 

"(c) SPECIAL NEEDS INDIVIDUALS DE
SCRIBED.-ln this section, a 'special needs in
dividual' means any of the following: 

"(1) SPECIAL NEEDS CHILD.-An individual 
who is under 19 years of age who -

" (A) is eligible for supplemental security 
income under title XVI; 

"(B) is described under section 501(a)(l)(D); 
"(C) is a child described in section 

1902(e)(3); or 
" (D) is in foster care or is otherwise in an 

out-of-home placement. 
"(2) HOMELESS INDIVIDUALS.-An individual 

who is homeless (without regard to whether 
the individual is a member of a family), in
cluding -

" (A) an individual whose primary residence 
during the night is a supervised public or pri
vate facility that provides temporary living 
accommodations; or · 

"(B) an individual who is a resident in 
transitional housing. 

"(3) MIGRANT AGRICULTURAL WORKERS.-A 
migratory agricultural worker or a seasonal 
agricultural worker (as such terms are de
fined in section 329 of the Public Health 
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Service Act), or the spouse or dependent of 
such a worker. 

"(4) INDIANS.-An Indian (as defined in sec
tion 4(c) of the Indian Health Care Improve
ment Act (25 U.S.C. 1603(c))).". 

(b) CONFORMING AMENDMENT.-Section 
1902(a)(23) of such Act (42 U.S.C. 1396a(a)(23)) 
is amended-

(1) in the matter preceding subparagraph 
(A), by striking "subsection (g) and in sec
tion 1915" and inserting "subsection (g), sec
tion 1915, and section 1931,"; and 

(2) in subparagraph (B) -
(A) by striking "a health maintenance or

ganization, or a" and inserting "or with an 
eligible managed care provider, as defined in 
section 1933(g)(l), or". 
SEC. 7102. REMOVAL OF BARRIERS TO PROVI· 

SION OF MEDICAID SERVICES 
THROUGH MANAGED CARE. 

(a) REPEAL OF CURRENT BARRIERS.-Except 
as provided in subsection (b), section 1903(m) 
of the Social Security Act (42 U.S.C. 
1396b(m)) is repealed on the date of the en
actment of this Act. 

(b) EXISTING CONTRACTS.-ln the case of 
any contract under section 1903(m) of such 
Act which is in effect on the day before the 
date of the enactment of this Act, the provi
sions of such section shall apply to such con
tract until the earlier of -

(1) the day after the date of the expiration 
of the contract; or 

(2) the date which is 1 year after the date 
of the enactment of this Act. 

(c) ELIGIBLE MANAGED CARE PROVIDERS DE
SCRIBED.-Title XIX of such Act (42 U.S.C. 
1396 et seq.), as amended by sections 7001(a) 
and 7101(a), is amended-

(1) by redesignating section 1933 as section 
1934; and 

(2) by inserting after section 1932 the fol
lowing new section: 

"ELIGIBLE MANAGED CARE PROVIDERS 
"SEC. 1933. (a) DEFINITIONS.-In this sec

tion, the following definitions shall apply: 
"(l) ELIGIBLE MANAGED CARE PROVIDER.

The term 'eligible managed care provider' 
means-

"(A) a medicaid managed care plan; or 
"(B) a primary care case management pro

vider. 
"(2) MEDICAID MANAGED CARE PLAN.-The 

term 'medicaid managed care plan' means a 
health maintenance organization, an eligible 
organization with a contract under Section 
1876, a provider sponsored network or any 
other plan which provides or arranges for the 
provision of one or more items and services 
to individuals eligible for medical assistance 
under the State plan under this title in ac
cordance with a contract with the State 
under section 1932(a)(l)(B). 

"(3) PRIMARY CARE CASE MANAGEMENT PRO
VIDER.-

"(A) IN GENERAL.-The term 'primary care 
case management provider' means a health 
care provider that -

"(i) is a physician, group of physicians, a 
Federally-qualified health center, a rural 
health clinic, or an entity employing or hav
ing other arrangements with physicians that 
provides or arranges for the provision of one 
or more items and services to individuals eli
gible for medical assistance under the State 
plan under this title in accordance with a 
contract with the State under section 
1932(a)(l)(B); 

"(ii) receives payment on a fee-for-service 
basis (or, in the case of a Federally-qualified 
health center or a rural health clinic, on a 
reasonable cost per encounter basis) for the 
provision of health care items and services 
specified in such contract to enrolled indi
viduals; 

"(iii) receives an additional fixed fee per 
enrollee for a period specified in such con
tract for providing case management serv
ices (including approving and arranging for 
the provision of health care items and serv
ices specified in such contract on a referral 
basis) to enrolled individuals; and 

"(iv) is not an entity that is at risk. 
"(B) AT RISK.-In subparagraph (A)(iv), the 

term 'at risk' means an entity that -
"(i) has a contract with the State under 

which such entity is paid a fixed amount for 
providing or arranging for the provision of 
health care items or services specified in 
such contract to an individual eligible for 
medical assistance under the State plan and 
enrolled with such entity, regardless of 
whether such items or services are furnished 
to such individual; and 

"(ii) is liable for all or part of the cost of 
furnishing such items or services, regardless 
of whether such cost exceeds such fixed pay
ment. 

"(b) ENROLLMENT.-
"(!) NONDISCRIMINATION.-An eligible man

aged care provider may not discriminate on 
the basis of health status or anticipated need 
for services in the enrollment, reenrollment, 
or disenrollmentof individuals eligible to re
ceive medical assistance under a State plan 
under this title or by discouraging enroll
ment (except as permitted by this section) 
by eligible individuals. 

"(2) TERMINATION OF ENROLLMENT.-
"(A) IN GENERAL.-An eligible managed 

care provider shall permit an individual eli
gible for medical assistance under the State 
plan under this title who is enrolled with the 
provider to terminate such enrollment for 
cause at any time, and without cause during 
the 60-day period beginning on the date the 
individual receives notice of enrollment, and 
shall notify each such individual of the op
portunity to terminate enrollment under 
these conditions. 

"(B) FRAUDULENT INDUCEMENT OR COERCION 
AS GROUNDS FOR CAUSE.-For purposes of sub
paragraph (A), an individual terminating en
rollment with an eligible managed care pro
vider on the grounds that the enrollment 
was based on fraudulent inducement or was 
obtained through coercion shall be consid
ered to terminate such enrollment for cause. 

"(C) NOTICE OF TERMINATION.
"(i) NOTICE TO STATE.-
"(I) BY INDIVIDUALS.-Each individual ter

minating enrollment with an eligible man
aged care provider under subparagraph (A) 
shall do so by providing notice of the termi
nation to an office of the State agency ad
ministering the State plan under this title, 
the State or local welfare agency, or an of
fice of an eligible managed care provider. 

"(II) BY PLANS.-Any eligible managed care 
provider which receives notice of an individ
ual's termination of enrollment with such 
provider through receipt of such notice at an 
office of an eligible managed care provider 
shall provide timely notice of the termi
nation to the State agency administering 
the State plan under this title. 

"(ii) NOTICE TO PLAN.-The State agency 
administering the State plan under this title 
or the State or local welfare agency which 
receives notice of an individual 's termi
nation of enrollment with an eligible man
aged care provider under clause (i) shall pro
vide timely notice of the termination to such 
provider. 

"(D) REENROLLMENT.-Each State shall es
tablish a process under which an individual 
terminating enrollment under this para
graph shall be promptly enrolled with an
other eligible managed care provider and no
tified of such enrollment. 

"(3) PROVISION OF ENROLLMENT MATERIALS 
IN UNDERSTANDABLE FORM.-Each eligible 
managed care provider shall provide all en
rollment materials in a manner and form 
which may be easily understood by a typical 
adult enrollee of the provider who is eligible 
for medical assistance under the State plan 
under this title. 

"(C) QUALITY ASSURANCE.-
"(l) ACCESS TO SERVICES.-Each eligible 

managed care provider shall provide or ar
range for the provision of all medically nec
essary medical assistance under this title 
which is specified in the contract entered 
into between such provider and the State 
under section 1932(a)(l)(B) for enrollees who 
are eligible for medical assistance under the 
State plan under this title. 

"(2) TIMELY DELIVERY OF SERVICES.-Each 
eligible managed care provider shall respond 
to requests from enrollees for the delivery of 
medical assistance in a manner which -

"(A) makes such assistance -
"(i) available and accessible to each such 

individual, within the area served by the pro
vider, with reasonable promptness and in a 
manner which assures continuity; and 

"(ii) when medically necessary, available 
and accessible 24 hours a day and 7 days a 
week; and 

"(B) with respect to assistance provided to 
such an individual other than through the 
provider, or without prior authorization, in 
the case of a primary care case management 
provider, provides for reimbursement to the 
individual (if applicable under the contract 
between the State and the provider) if -

"(i) the services were medically necessary 
and immediately required because of an un
foreseen illness, injury, or condition; and 

"(ii) it was not reasonable given the cir
cumstances to obtain the services through 
the provider, or, in the case of a primary 
care case management provider, with prior 
authorization. 

"(3) EXTERNAL INDEPENDENT REVIEW OF ELI
GIBLE MANAGED CARE PROVIDER ACTIVITIES.

"(A) REVIEW OF MEDICAID MANAGED CARE 
PLAN CONTRACT.-

"(i) IN GENERAL.-Except as provided in 
subparagraph (B), each medicaid managed 
care plan shall be subject to an annual exter
nal independent review of the quality and 
timeliness of, and access to, the i terns and 
services specified in such plan's contract 
with the State under section 1932(a)(l)(B). 
Such review shall specifically evaluate the 
extent to which the medicaid managed care 
plan provides such services in a timely man
ner. 

"(ii) CONTENTS OF REVIEW.-An external 
independent review conducted under this 
paragraph shall include the following: 

"(I) a review of the entity's medical care, 
through sampling of medical records or other 
appropriate methods, for indications of qual
ity of care and inappropriate utilization (in
cluding overutilization) and treatment, 

"(II) a review of enrollee inpatient and am
bulatory data, through sampling of medical 
records or other appropriate methods, to de
termine trends in quality and appropriate
ness of care, 

"(Ill) notification of the entity and the 
State when the review under this paragraph 
indicates inappropriate care, treatment, or 
utilization of services (including overutiliza
tion), and 

"(IV) other activities as prescribed by the 
Secretary or the State. 

"(iii) AVAILABILITY OF RESULTS.-The re
sults of each external independent review 
conducted under this subparagraph shall be 
available to participating health care provid
ers, enrollees, and potential enrollees of the 
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medicaid managed care plan, except that the 
results may not be made available in a man
ner that discloses the identity of any indi
vidual patient. 

"(B) DEEMED COMPLIANCE.-
"(i) MEDICARE PLANS.-The requirements of 

subparagraph (A) shall not apply with re
spect to a medicaid managed care plan if the 
plan is an eligible organization with a con
tract in effect under section 1876. 

"(ii) PRIVATE ACCREDITATION.-
"(!) IN GENERAL.-The requirements of sub

paragraph (A) shall not apply with respect to 
a medicaid managed care plan if -

"(aa) the plan is accredited by an organiza
tion meeting the requirements described in 
clause (iii); and 

"(bb) the standards and process under 
which the plan is accredited meet such re
quirements as are established under sub
clause (II), without regard to whether or not 
the time requirement of such subclause is 
satisfied. 

"(II) STANDARDS AND PROCESS.-Not later 
than 180 days after the date of the enactment 
of this Act, the Secretary shall specify re
quirements for the standards and process 
under which a medicaid managed care plan is 
accredited by an organization meeting the 
requirements of clause (iii). 

"(iii) ACCREDITING ORGANIZATION.-An ac
crediting organization meets the require
ments of this clause if the organization -

"(!)is a private, nonprofit organization; 
"(II) exists for the primary purpose of ac

crediting managed care plans or heal th care 
providers; and 

"(Ill) is independent of health care provid
ers or associations of health care providers. 

"(C) REVIEW OF PRIMARY CARE CASE MAN
AGEMENT PROVIDER CONTRACT.-Each primary 
care case management provider shall be sub
ject to an annual external independent re
view of the quality and timeliness of, and ac
cess to, the items and services specified in 
the contract entered into between the State 
and the primary care case management pro
vider under section 1932(a)(l)(B). 

"(4) FEDERAL MONITORING RESPONSIBIL
ITIES.-The Secretary shall review the ext;er
nal independent reviews conducted pursuant 
to paragraph (3) and shall monitor the effec
tiveness of the State's monitoring and fol
lowup activities required under subpara
graph (A) of paragraph (2). If the Secretary 
determines that a State's monitoring and 
followup activities are not adequate to en
sure that the requirements of paragraph (2) 
are met, the Secretary shall undertake ap
propriate followup activities to ensure that 
the State improves its monitoring and fol
lowup activities. 

"(5) PROVIDING INFORMATION ON SERVICES.
"(A) REQUIREMENTS FOR MEDICAID MANAGED 

CARE PLANS.-
"(i) INFORMATION TO THE STATE.-Each 

medicaid managed care plan shall provide to 
the State (at such frequency as the Sec
retary may require), complete and timely in
formation concerning the following: 

"(I) The services that the plan provides to 
(or arranges to be provided to) individuals el
igible for medical assistance under the State 
plan under this title. 

"(II) The identity, locations, qualifica
tions, and availability of participating 
heal th care providers. 

"(Ill) The rights and responsibilities of en
rollees. 

"(IV) The services provided by the plan 
which are subject to prior authorization by 
the plan as a condition of coverage (in ac
cordance with paragraph (6)(A)). 

"(V) The procedures available to an en
rollee and a health care provider to appeal 
the failure of the plan to cover a service. 

"(VI) The performance of the plan in serv
ing individuals eligible for medical assist
ance under the State plan under this title. 

"(ii) INFORMATION TO HEALTH CARE PROVID-
ERS, ENROLLEES, AND POTENTIAL ENROLLEES.
Each medicaid managed care plan shall -

"(!) upon request, make the information 
described in clause (i) available to partici
pating health care providers, enrollees, and 
potential enrollees in the plan's service area; 
and 

"(II) provide to enrollees and potential en
rollees information regarding all items and 
services that are available to enrollees under 
the contract between the State and the plan 
that are covered either directly or through a 
method of referral and prior authorization. 

"(B) REQUIREMENTS FOR PRIMARY CARE CASE 
MANAGEMENT PROVIDERS.-Each primary care 
case management provider shall -

"(i) provide to the State (at such frequency 
as the Secretary may require), complete and 
timely information concerning the services 
that the primary care case management pro
vider provides to (or arranges to be provided 
to) individuals eligible for medical assist
ance under the State plan under this title; 

"(ii) make available to enrollees and po
tential enrollees information concerning 
services available to the enrollee for which 
prior authorization by the primary care case 
management provider is required; and 

"(iii) provide enrollees arid potential en
rollees information regarding all items and 
services that are available to enrollees under 
the contract between the State and the pri
mary care case management provider that 
are covered either directly or through a 
method of referral and prior authorization. 

"(iv) provide assurances that such entities 
and their professional personnel are licensed 
as required by State law and qualified to pro
vide case management services, through 
methods such as ongoing monitoring of com
pliance with applicable requirements and 
providing information and technical assist
ance. 

"(C) REQUIREMENTS FOR BOTH MEDICAID 
MANAGED CARE PLANS AND PRIMARY CARE CASE 
MANAGEMENT PROVIDERS.-Each eligible man
aged care provider shall provide the State 
with aggregate encounter data for early and 
periodic screening, diagnostic, and treat
ment services under section 1905(r) furnished 
to individuals under 21 years of age. Any 
such data provided may be audited by the 
State and the Secretary. 

"(6) TIMELINESS OF PAYMENT.-An eligible 
managed care provider shall make payment 
to health care providers for items and serv
ices which are subject to the contract under 
section 1931(a)(l)(B) and which are furnished 
to individuals eligible for medical assistance 
under the State plan under this title who are 
enrolled with the provider on a timely basis 
and under the claims payment procedures de
scribed in section 1902(a)(37)(A), unless the 
health care provider and the eligible man
aged care provider agree to an alternate pay
ment schedule. 

"(7) ADDITIONAL QUALITY ASSURANCE RE
QUIREMENTS FOR MEDICAID MANAGED CARE 
PLANS.-

"(A) CONDITIONS FOR PRIOR AUTHORIZA
TION.-A medicaid managed care plan may 
require the approval of medical assistance 
for nonemergency services before the assist
ance is furnished to an enrollee only if the 
system providing for such approval -

"(i) provides that such decisions are made 
in a timely manner, depending upon the ur
gency of the situation; and 

"(ii) permits coverage of medically nec
essary medical assistance provided to an en
rollee without prior authorization in the 
event of an emergency. 

"(B) INTERNAL GRIEVANCE PROCEDURE.
Each medicaid managed care plan shall es
tablish an internal grievance procedure 
under which a plan enrollee or a provider on 
behalf of such an enrollee who is eligible for 
medical assistance under the State plan 
under this title may challenge the denial of 
coverage of or payment for such assistance. 

"(C) USE OF UNIQUE PHYSICIAN IDENTIFIER 
FOR PARTICIPATING PHYSICIANS.-Each medic
aid managed care plan shall require each 
physician providing services to enrollees eli
gible for medical assistance under the State 
plan under this title to have a unique identi
fier in accordance with the system estab
lished under section 1902(x). 

"(D) PATIENT ENCOUNTER DATA.-
"(i) IN GENERAL.-Each medicaid managed 

care plan shall maintain sufficient patient 
encounter data to identify the health care 
provider who delivers services to patients 
and to otherwise enable the State plan to 
meet the requirements of section 1902(a)(27). 
The plan shall incorporate such information 
in the maintenance of patient encounter 
data with respect to such health care pro
vider. 

"(ii) COMPLIANCE.-A medicaid managed 
care plan shall -

"(I) submit the data maintained under 
clause (i) to the State; or 

"(II) demonstrate to the State that the 
data complies with managed care quality as
surance guidelines established by the Sec
retary in accordance with clause (iii). 

"(iii) STANDARDS.-ln establishing man
aged care quality assurance guidelines under 
clause (ii)(Il), the Secretary shall consider -

"(!) managed care industry standards for -
"(aa) internal quality assurance; and 
"(bb) performance measures; and 
"(II) any managed care quality standards 

established by the National Association of 
Insurance Commissioners. 

(E) PAYMENTS TO HOSPITALS.-A medicaid 
managed care plan shall-

"(i) provide the State with assurances that 
payments for hospital services are reason
able and adequate to meet the costs which 
must be incurred by efficiently and economi
cally operated facilities in order to provide 
such services to individuals enrolled with the 
plan under this title in conformity with ap
plicable State and Federal laws, regulations, 
and quality and safety standards; 

"(ii) report to the State at least annually
"(!) the rates paid to hospitals by the plan 

for items and services furnished to such indi
viduals, 

"(II) an explanation of the methodology 
used to compute such rates, and 

"(Ill) a comparison of such rates with the 
rates used by the State to pay for hospital 
services furnished to individuals who are eli
gible for benefits under the program estab
lished by the State under this title but are 
not enrolled in a medicaid managed care 
plan; and 

"(iii) if the rates paid by the plan are lower 
than the rates paid by the State (as de
scribed in clause (ii)(lll)), an explanation of 
why the rates paid by the plan nonetheless 
meet the standard described in clause (i). 

"(d) DUE PROCESS REQUIREMENTS FOR ELI
GIBLE MANAGED CARE PROVIDERS.-

"(l) DENIAL OF OR UNREASONABLE DELAY IN 
DETERMINING COVERAGE AS GROUNDS FOR 
HEARING.-If an eligible managed care pro
vider -
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"(A) denies coverage of or payment for 

medical assistance with respect to an en
rollee who is eligible for such assistance 
under the State plan under this title; or 

"(B) fails to make any eligibility or cov
erage determination sought by an enrollee 
or, in the case of a medicaid managed care 
plan, by a participating health care provider 
or enrollee, in a timely manner, depending 
upon the urgency of the situation, the en
rollee or the health care provider furnishing 
such assistance to the enrollee (as applica
ble) may obtain a hearing before the State 
agency administering the State plan under 
this title in accordance with section 
1902(a)(3), but only, with respect to a medic
aid managed care plan, after completion of 
the internal grievance procedure established 
by the plan under subsection (c)(6)(B). 

"(2) COMPLETION OF INTERNAL GRIEVANCE 
PROCEDURE.-Nothing in this subsection shall 
require completion of an internal grievance 
procedure if such procedure does not exist or 
if the procedure does not provide for timely 
review of health needs considered by the en
rollee's health care provider to be of an ur
gent nature. 

"(e) MISCELLANEOUS.-
"(l) PROTECTING ENROLLEES AGAINST THE 

INSOLVENCY OF ELIGIBLE MANAGED CARE PRO
VIDERS AND AGAINST THE FAILURE OF THE 
STATE TO PAY SUCH PROVIDERS.-Each eligible 
managed care provider shall provide that an 
individual eligible for medical assistance 
under the State plan under this title who is 
enrolled with the provider may not be held 
liable-

"(A) for the debts of the eligible managed 
care provider, in the event of the provider's 
insolvency; 

"(B) for services provided to the indi
vidual-

"(i) in the event of the provider failing to 
receive payment from the State for such 
services; or 

"(ii) in the event of a health care provider 
with a contractual or other arrangement 
with the eligible managed care provider fail
ing to receive payment from the State or the 
eligible managed care provider for such serv
ices; or 

"(C) for the debts of any health care pro
vider with a contractual or other arrange
ment with the provider to provide services to 
the individual, in the event of the insolvency 
of the health care provider. 

"(2) TREATMENT OF CHILDREN WITH SPECIAL 
HEALTH CARE NEEDS.-

"(A) IN GENERAL.-In the case of an en
rollee of an eligible managed care provider 
who is a child with special health care needs 

"(i) if any medical assistance specified in 
the contract with the State is identified in a 
treatment plan prepared for the enrollee by 
a program described in subparagraph (C), the 
eligible managed care provider shall provide 
(or arrange to be provided) such assistance in 
accordance with the treatment plan either -

"(I) by referring the enrollee to a pediatric 
health care provider who is trained and expe
rienced in the provision of such assistance 
and who has a contract with the eligible 
managed care provider to provide such as
sistance; or 

"(II) if appropriate services are not avail
able through the eligible managed care pro
vider, permitting such enrollee to seek ap
propriate specialty services from pediatric 
health care providers outside of or apart 
from the eligible managed care provider; and 

"(ii) the eligible managed care provider 
shall require each health care provider with 
whom the eligible managed care provider has 

entered into an agreement to provide medi
cal assistance to enrollees to furnish the 
medical assistance specified in such enroll
ee's treatment plan to the extent the health 
care provider is able to carry out such treat
ment plan. 

"(B) PRIOR AUTHORIZATION.-An enrollee re
ferred for treatment under subparagraph 
(A)(i)(I), or permitted to seek treatment out
side of or apart from the eligible managed 
care provider under subparagraph (A)(i)(II) 
shall be deemed to have obtained any prior 
authorization required by the provider. 

"(C) CHILD WITH SPECIAL HEALTH CARE 
NEEDS.-FQr purposes of subparagraph (A), a 
child with special heal th care needs is a child 
who is receiving services under -

"(i) a program administered under part B 
or part Hof the Individuals with Disabilities 
Education Act; 

"(ii) a program for children with special 
health care needs under title V; 

"(iii) a program under part B or part D of 
title IV; or 

"(iv) any other program for children with 
special health care needs identified by the 
Secretary. 

"(3) PHYSICIAN INCENTIVE PLANS.-Each 
medicaid managed care plan shall require 
that any physician incentive plan covering 
physicians who are participating in the med
icaid managed care plan shall meet the re
quirements of section 1876(i)(8). 

"(4) INCENTIVES FOR_ HIGH QUALITY ELIGIBLE 
MANAGED CARE PROVIDERS.-The Secretary 
and the State may establish a program to re
ward, through public recognition, incentive 
payments, or enrollment of additional indi
viduals (or combinations of such rewards), 
eligible managed care providers that provide 
the highest quality care to individuals eligi
ble for medical assistance under the State 
plan under this title who are enrolled with 
such providers. For purposes of section 
1903(a)(7), proper expenses incurred by a 
State in carrying out such a program shall 
be considered to be expenses necessary for 
the proper and efficient administration of 
the State plan under this title.". 

(d) CLARIFICATION OF APPLICATION OF FFP 
DENIAL RULES TO PAYMENTS MADE PURSUANT 
TO MEDICAID MANAGED CARE PLANS.-Section 
1903(i) of such Act (42 U.S.C. 1396b(i)) is 
amended by adding at the end the following 
sentence: "Paragraphs (l)(A), (l)(B), (2), (5), 
and (12) shall apply with respect to i terns or 
services furnished and amounts expended by 
or through an eligible managed care provider 
(as defined in section 1933(a)(l)) in the same 
manner as such paragraphs apply to items or 
services furnished and amounts expended di
rectly by the State.". 

(e) CLARIFICATION OF CERTIFICATION RE
QUIREMENTS FOR PHYSICIANS PROVIDING SERV
ICES TO CHILDREN AND PREGNANT WOMEN.
Section 1903(i)(12) of such Act (42 U.S.C. 
1396b(i)(12)) is amended -

(1) in subparagraph (A)(i), to read as fol
lows: 

"(i) is certified in family practice or pedi
atrics by the medical specialty board recog
nized by the American Board of Medical Spe
cialties for family practice or pediatrics or is 
certified in general practice or pediatrics by 
the medical specialty board recognized by 
the American Osteopathic Association,"; 

(2) in subparagraph (B)(i), to read as fol
lows: 

"(i) is certified in family practice or ob
stetrics by the medical specialty board rec
ognized by the American Board of Medical 
Specialties for family practice or obstetrics 
or is certified in family practice or obstet
rics by the medical specialty board re cog-

nized by the American Osteopathic Associa
tion,"; and 

(3) in both subparagraphs (A) and (B) -
(A) by striking "or" at the end of clause 

(v); 
(B) by redesignating clause (vi) as clause 

(vii); and 
(C) by inserting after clause (v) the follow

ing new clause: 
"(vi) delivers such services in the emer

gency department of a hospital participating 
in the State plan approved under this title, 
or". 
SEC. 7103. ADDmONAL REQUIREMENTS FOR 

MEDICAID MANAGED CARE PLANS. 
Section 1933 of the Social Security Act, as 

added by section 7102(c)(2), is amended -
(1) by redesignating subsections (d) and (e) 

as subsections (e) and (f), respectively; and 
(2) by inserting after subsection (c) the fol

lowing new subsection: 
"(d) ADDITIONAL REQUIREMENTS FOR MEDIC

AID MANAGED CARE PLANS.-
"(l) DEMONSTRATION OF ADEQUATE CAPACITY 

AND SERVICES.-
"(A) IN GENERAL.-Subject to subparagraph 

(C), each medicaid managed care plan shall 
provide the State and the Secretary with 
adequate assurances (as determined by the 
Secretary) that the plan, with respect to a 
service area -

"(i) has the capacity to serve the expected 
enrollment in such service area; 

"(ii) offers an appropriate range of services 
for the population expected to be enrolled in 
such service area, including transportation 
services and translation services consisting 
of the principal languages spoken in the 
service area; 

"(iii) maintains sufficient numbers of pro
viders of services included in the contract 
with the State to ensure that services are 
available to individuals receiving medical 
assistance and enrolled in the plan to the 
same extent that such services are available 
to individuals enrolled in the plan who are 
not recipients of medical assistance under 
the State plan under this title; 

"(iv) maintains extended hours of oper
ation with respect to primary care services 
that are beyond those maintained during a 
normal business day; 

"(v) provides preventive and primary care 
services in locations that are readily acces
sible to members of the community; and 

"(vi) provides information concerning edu
cational, social, health, and nutritional serv
ices offered by other programs for which en
rollees may be eligible. 

"(vii) complies with such other require
ments relating to access to care as the Sec
retary or the State may impose. 

"(B) PROOF OF ADEQUATE PRIMARY CARE CA
PACITY AND SERVICES.-Subject to subpara
graph (C), a medicaid managed care plan 
that contracts with a reasonable number of 
primary care providers (as determined by the 
Secretary) and whose primary care member
ship includes a reasonable number (as so de
termined) of the following providers will be 
deemed to have satisfied the requirements of 
subparagraph (A): 

"(i) Rural health clinics, as defined in sec
tion 1905(1)(1). 

"(ii) Federally-qualified health centers, as 
defined in section 1905(1)(2)(B). 

"(iii) Clinics which are eligible to receive 
payment for services provided under title X 
of the Public Health Service Act. 

"(C) SUFFICIENT PROVIDERS OF SPECIALIZED 
SERVICES.-N otwi thstanding subparagraphs 
(A) and (B), a medicaid managed care plan 
may not be considered to have satisfied the 
requirements of subparagraph (A) if the plan 
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does not have a sufficient number (as deter
mined by the Secretary) of providers of spe
cialized services, including perinatal and pe
diatric specialty care, to ensure that such 
services are available and accessible. 

"(2) WRITTEN PROVIDER PARTICIPATION 
AGREEMENTS FOR CERTAIN PROVIDERS.-Each 
medicaid managed care plan that enters into 
a written provider participation agreement 
with a provider described in paragraph (l)(B) 
shall -

"(A) include terms and conditions that are 
no more restrictive than the terms and con
ditions that the medicaid managed care plan 
includes in its agreements with other par
ticipating providers with respect to -

"(i) the scope of covered services for which 
payment is made to the provider; 

"(ii) the assignment of enrollees by the 
plan to the provider; 

"(iii) the limitation on financial risk or 
availability of financial incentives to the 
provider; 

"(iv) accessibility of care; 
"(v) professional credentialing and 

recredentialing; 
"(vi) licensure; 
"(vii) quality and utilization management; 
"(viii) confidentiality of patient records; 
"(ix) grievance procedures; and 
"(x) indemnification arrangements be

tween the plans and providers; and 
"(B) provide for payment to the provider 

on a basis that is comparable to the basis on 
which other providers are paid.". 
SEC. 7104. PREVENTING FRAUD IN MEDICAID 

MANAGED CARE. 
(a) IN GENERAL.-Section 1933 of the Social 

Security Act, as added by section 7102(c)(2) 
and amended by section 7103, is amended -

(1) by redesignating subsection (f) as sub
section (g); and 

(2) by inserting after subsection (e) the fol
lowing new subsection: 

"(f) ANTI-FRAUD PROVISIONS.-
"(l) PROVISIONS APPLICABLE TO ELIGIBLE 

MANAGED CARE PROVIDERS.-
"(A) PROHIBITING AFFILIATIONS WITH INDI

VIDUALS DEBARRED BY FEDERAL AGENCIES.
"(i) IN GENERAL.-An eligible managed care 

provider may not knowingly-
"(!) have a person described in clause (iii) 

as a director, officer, partner, or person with 
beneficial ownership of more than 5 percent 
of the plan's equity; or 

"(II) have an employment, consulting, or 
other agreement with a person described in 
clause (iii) for the provision of items and 
services that are significant and material to 
the organization's obligations under its con
tract with the State. 

"(ii) EFFECT OF NONCOMPLIANCE.-If a State 
finds that an eligible managed care provider 
is not in compliance with subclause (I) or (II) 
of clause (i), the State -

"(I) shall notify the Secretary of such non
compliance; 

"(II) may continue an existing agreement 
with the provider unless the Secretary (in 
consultation with the Inspector General of 
the Department of Health and Human Serv
ices) directs otherwise; and 

"(ill) may not renew or otherwise extend 
the duration of an existing agreement with 
the provider unless the Secretary (in con
sultation with the Inspector General of the 
Department of Health and Human Services) 
provides to the State and to the Congress a 
written statement describing compelling 
reasons that exist for renewing or extending 
the agreement. 

"(iii) PERSONS DESCRIBED.-A person is de
scribed in this clause if such person -

"(I) is debarred or suspended by the Fed
eral Government, pursuant to the Federal 

acquisition regulation, from Government 
contracting and subcontracting; 

"(II) is an affiliate (within the meaning of 
the Federal acquisition regulation) of a per
son described in clause (i); or 

"(ill) is excluded from participation in any 
program under title XVIII or any State 
health care program, as defined in section 
1128(h). 

"(B) RESTRICTIONS ON MARKETING.
"(i) DISTRIBUTION OF MATERIALS.-
"(!) IN GENERAL.-An eligible managed care 

provider may not distribute marketing ma
terials within any State-

"(aa) without the prior approval of the 
State; and 

"(bb) that contain false or materially mis
leading information. 

"(II) PROHIBITION.-The State may not 
enter into or renew a contract with an eligi
ble managed care provider for the provision 
of services to individuals enrolled under the 
State plan under this title if the State deter
mines that the provider intentionally dis
tributed false or materially misleading infor
mation in violation of subclause (l)(bb). 

"(ii) SERVICE MARKET.-An eligible man
aged care provider shall distribute market
ing materials to the entire service area of 
such provider. 

"(iii) PROHIBITION OF TIE-INS.-An eligible 
managed care provider, or any agency of 
such provider, may not seek to influence an 
individual's enrollment with the provider in 
conjunction with the sale of any other insur
ance. 

"(iv) PROHIBITING MARKETING FRAUD.-Each 
eligible managed care provider shall comply 
with such procedures and conditions as the 
Secretary prescribes in order to ensure that, 
before an individual is enrolled with the pro
vider, the individual is provided accurate 
and sufficient information to make an in
formed decision whether or not to enroll. 

"(2) PROVISIONS APPLICABLE ONLY TO MEDIC
AID MANAGED CARE PLANS.-

"(A) STATE CONFLICT-OF-INTEREST SAFE
GUARDS IN MEDICAID RISK CONTRACTING.-A 
medicaid managed care plan may not enter 
into a contract with any State under section 
1932(a)(l)(B) unless the State has in effect 
conflict-of-interest safeguards with respect 
to officers and employees of the State with 
responsibilities relating to contracts with 
such plans or to the default enrollment proc
ess described in section 1932(a)(l)(D)(iv) that 
are at least as effective as the Federal safe
guards provided under section 27 of the Office 
of Federal Procurement Policy Act (41 U.S.C. 
423), against conflicts of interest that apply 
with respect to Federal procurement offi
cials with comparable responsibilities with 
respect to such contracts. 

"(B) REQUIRING DISCLOSURE OF FINANCIAL 
INFORMATION.-ln addition to any require
ments applicable under section 1902(a)(27) or 
1902(a)(35), a medicaid managed care plan 
shall -

"(i) report to the State (and to the Sec
retary upon the Secretary's request) such fi
nancial information as the State or the Sec
retary may require to demonstrate that-

"(!) the plan has the ability to bear the 
risk of potential financial losses and other
wise has a fiscally sound operation; 

"(II) the plan uses the funds paid to it by 
the State and the Secretary for activities 
consistent with the requirements of this 
title and the contract between the State and 
plan; and 

"(Ill) the plan does not place an individual 
physician, physician group, or other health 
care provider at substantial risk (as deter
mined by the Secretary) for services not pro-

vided by such physician, group, or health 
care provider, by providing adequate protec
tion (as determined by the Secretary) to 
limit the liability of such physician, group, 
or health care provider, through measures 
such as stop loss insurance or appropriate 
risk corridors; 

"(ii) agree that the Secretary and the 
State (or any person or organization des
ignated by either) shall have the right to 
audit and inspect any books and records of 
the plan (and of any subcontractor) relating 
to the information reported pursuant to 
clause (i) and any information required to be 
furnished under section paragraphs (27) or 
(35) of section 1902(a); 

"(iii) make available to the Secretary and 
the State a description of each transaction 
described in subparagraphs (A) through (C) of 
section 1318(a)(3) of the Public Health Serv
ice Act between the plan and a party in in
terest (as defined in section 1318(b) of such 
Act); and 

"(iv) agree to make available to its enroll
ees upon reasonable request -

"(I) the information reported pursuant to 
clause (i); and 

"(II) the information required to be dis
closed under sections 1124 and 1126. 

"(C) ADEQUATE PROVISION AGAINST RISK OF 
IN SOL VEN CY.-

"(i) ESTABLISHMENT OF STANDARDS.-The 
Secretary shall establish standards, includ
ing appropriate equity standards; under 
which each medicaid managed care plan 
shall make adequate provision against the 
risk of insolvency. 

"(11) CONSIDERATION OF OTHER STANDARDS.
In establishing the standards described in 
clause (i), the Secretary shall consider - sol
vency standards applicable to eligible orga
nizations with a risk-sharing contract under 
section 1876. 

"(111) MODEL CONTRACT ON SOLVENCY.-At 
the earliest practicable time after the date 
of enactment of this section, the Secretary 
shall issue guidelines and regulations con
cerning solvency standards for risk contract
ing entities and subcontractors of such risk 
contracting entities. Such guidelines and 
regulations shall take into account charac
teristics that may differ among risk con
tracting entities including whether such an 
entity is at risk for inpatient hospital serv
ices. 

"(D) REQUIRING REPORT ON NET EARNINGS 
AND ADDITIONAL BENEFITS.-Each medicaid 
managed care plan shall submit a report to 
the State and the Secretary not later than 12 
months after the close of a contract year 
containing -

"(i) the most recent audited financial 
statement of the plan's net earnings, in ac
cordance with guidelines established by the 
Secretary in consultation with the States, 
and consistent with generally accepted ac
counting principles; and 

"(ii) a description of any benefits that are 
in addition to the benefits required to be pro
vided under the contract that were provided 
during the contract year to members en
rolled with the plan and entitled to medical 
assistance under the State plan under this 
title. ". 
SEC. 7105. ASSURING ADEQUACY OF PAYMENTS 

TO MEDICAID MANAGED CARE 
PLANS AND PROVIDERS. 

Title XIX of the Social Security Act, as 
amended by sections 7001, 7101(a), and 7102(c), 
is further amended-

(1) by redesignating section 1934 as section 
1935; and 

(2) by inserting after section 1933 the fol
lowing new section: 
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"ASSURING ADEQUACY OF PAYMENTS TO MEDIC

AID MANAGED CARE PLANS AND PROVIDERS 
" SEC. 1934. As a condition of approval of a 

State plan under this title, a State shall
" (1) find, determine, and make assurances 

satisfactory to the Secretary that-
"(A) the rates it pays medicaid managed 

care plans for individuals eligible under the 
State plan are reasonable and adequate to 
assure access to services meeting profes
sionally recognized quality standards, taking 
into account-

"(i) the items and services to which the 
rate applies, 

"(ii) the eligible population, and 
" (iii) the rate the State pays providers for 

suchitems and services; and 
"(B) the methodology used to adjust the 

rate adequately reflects the varying risks as
sociated with individuals actually enrolling 
in each medicaid managed care plan; and 

"(2) report to the Secretary, at least annu
ally, on-

"(A) the rates the States pays to medicaid 
managed care plans, and 

"(B) the rates medicaid managed care 
plans pay for hospital services (and such 
other information as medicaid managed care 
plans are required to submit to the State 
pursuant to section 1933(c)(5)(E).". 
SEC. 7106. SANCTIONS FOR NONCOMPLIANCE BY 

ELIGIBLE MANAGED CARE PROVID
ERS. 

(a) SANCTIONS DESCRIBED.-Title XIX of 
such Act (42 U.S.C. 1396 et seq.), as pre
viously amended, is further amended-

(1) by redesignating section 1934 as section 
1935; and 

(2) by inserting after section 1934 the fol
lowing new section: 
"SANCTIONS FOR NONCOMPLIANCE BY ELIGIBLE 

MANAGED CARE PROVIDERS 
"SEC. 1935. (a) USE OF INTERMEDIATE SANC

TIONS BY THE STATE TO ENFORCE REQUIRE
MENTS.-Each State shall establish inter
mediate sanctions, which may include any of 
the types described in subsection (b) other 
than the termination of a contract with an 
eligible managed care provider, which the 
State may impose against an eligible man
aged care provider with a contract under sec
tion 1932(a)(l)(B) if the provider-

"(1) fails substantially to provide medi
cally necessary items and services that are 
required (under law or under such provider's 
contract with the State) to be provided to an 
enrollee covered under the contract, if the 
failure has adversely affected (or has a sub
stantial likelihood of adversely affecting) 
the enrollee; 

"(2) imposes premiums on enrollees in ex
cess of the premiums permitted under this 
title; 

"(3) acts to discriminate among enrollees 
on the basis of their health status or require
ments for health care services, including ex
pulsion or refusal to reenroll an individual, 
except as permitted by sections 1932 and 1933, 
or engaging in any practice that would rea
sonably be expected to have the effect of de
nying or discouraging enrollment with the 
provider by eligible individuals whose medi
cal condition or history indicates a need for 
substantial future medical services; 

"(4) misrepresents or · falsifies information 
that is furnished 

"(A) to the Secretary or the State under 
section 1932 or 1933; or 

"(B) to an enrollee, potential enrollee, or a 
health care provider under such sections; or 

"(5) fails to comply with the requirements 
of section 1876(i)(8). 

" (b) INTERMEDIATE SANCTIONS.-The sanc
tions described in this subsection are as fol
lows: 

"(1) Civil money penalties as follows: 
" (A) Except as provided in subparagraph 

(B), (C), or (D), not more than $25,000 for each 
determination under subsection (a). 

"(B) With respect to a determination under 
paragraph (3) or (4)(A) of subsection (a), not 
more than $100,000 for each such determina
tion. 

"(C) With respect to a determination under 
subsection (a)(2), double the excess amount 
charged in violation of such subsection (and 
the excess amount charged shall be deducted 
from the penalty and returned to the individ
ual concerned). 

"(D) Subject to subparagraph (B), with re
spect to a determination under subsection 
(a)(3), $15,000 for each individual not enrolled 
as a result of a practice described in such 
subsection. 

"(2) The appointment of temporary man
agement to oversee the operation of the eli
gible managed care provider and to assure 
the health of the provider's enrollees, if 
there is a need for temporary management 
while-

"(A) there is an orderly termination or re
organization of the eligible managed care 
provider; or 

"(B) improvements are made to remedy the 
violations found under subsection (a), except 
that temporary management under this 
paragraph may not be terminated until the 
State has determined that the eligible man
aged care provider has the capability to en
sure that the violations shall not recur. 

"(3) Permitting individuals enrolled with 
the eligible managed care provider to termi
nate enrollment without cause, and notify
ing such individuals of such right to termi
nate enrollment. 

" (c) TREATMENT OF CHRONIC SUBSTANDARD 
PROVIDERS.-In the case of an eligible man
aged care provider which has repeatedly 
failed to meet the requirements of section 
1932 or 1933, the State shall (regardless of 
what other sanctions are provided) impose 
the sanctions described in paragraphs (2) and 
(3) of subsection (b). 

"(d) AUTHORITY TO TERMINATE CONTRACT.
In the case of an eligible managed care pro
vider which has failed to meet the require
ments of section 1932 or 1933, the State shall 
have the authority to terminate its contract 
with such provider under section 1932(a)(l)(B) 
and to enroll such provider's enrollees with 
other eligible managed care providers (or to 
permit such enrollees to receive medical as
sistance under the State plan under this title 
other than through an eligible managed care 
provider). 

"(e) AVAILABILITY OF SANCTIONS TO THE 
SECRETARY.-

"(l) INTERMEDIATE SANCTIONS.-In addition 
to the sanctions described in paragraph (2) 
and any other sanctions available under law, 
the Secretary may provide for any of the 
sanctions described in subsection (b) if the 
Secretary determines that-

" (A) an eligible managed care provider 
with a contract under section 1932(a)(l)(B) 
fails to meet any of the requirements of sec
tion 1932 or 1933; and 

"(B) the State has failed to act appro
priately to address such failure . 

"(2) DENIAL OF PAYMENTS TO THE STATE.
The Secretary may deny payments to the 
State for medical assistance furnished under 
the contract under section 1932(a)(l)(B) for 
individuals enrolled after the date the Sec
retary notifies an eligible managed care pro
vider of a determination under subsection (a) 
and until the Secretary is satisfied that the 
basis for such determination has been cor
rected and is not likely to recur. 

"(f) DUE PROCESS FOR ELIGIBLE MANAGED 
CARE PROVIDERS.-

"(l) AVAILABILITY OF HEARING PRIOR TO 
TERMINATION OF CONTRACT.-A State may not 
terminate a contract with an eligible man
aged care provider under section 1932(a)(l)(B) 
unless the provider is provided with a hear
ing prior to the termination. 

"(2) NOTICE TO ENROLLEES OF TERMINATION 
HEARING.-A State shall notify all individ
uals enrolled with an eligible managed care 
provider which is the subject of a hearing to 
terminate the provider's contract with the 
State of the hearing and that the enrollees 
may immediately disenroll with the provider 
for cause. 

"(3) OTHER PROTECTIONS FOR ELIGIBLE MAN
AGED CARE PROVIDERS AGAINST SANCTIONS IM
POSED BY STATE.-Before imposing any sanc
tion against an eligible managed care pro
vider other than termination of the provid
er's contract, the State shall provide the 
provider with notice and such other due 
process protections as the State may pro
vide, except that a State may not provide an 
eligible managed care provider with a 
pretermination hearing before imposing the 
sanction described in subsection (b)(2). 

"(4) IMPOSITION OF CIVIL MONETARY PEN
ALTIES BY SECRETARY.-The provisions of sec
tion 1128A (other than subsections (a) and 
(b)) shall apply with respect to a civil money 
penalty imposed by the Secretary under sub
section (b)(l) in the same manner as such 
provisions apply to a penalty or proceeding 
under section 1128A. ". 

(b) CONFORMING AMENDMENT RELATING TO 
TERMINATION OF ENROLLMENT FOR CAUSE.
Section 1933(b)(2)(B) of the Social Security 
Act, as added by this part, is amended by in
serting after "coercion" the following: ", or 
pursuant to the imposition against the eligi
ble managed care provider of the sanction 
described in section 1935(b)(3),". 
SEC. 7107. REPORT ON PUBLIC HEALTH SERV

ICES. 
(a) IN GENERAL.-Not later than January 1, 

1994, the Secretary of Health and Human 
Services (in this subtitle referred to as the 
"Secretary") shall report to the Committee 
on Finance of the Senate and the Committee 
on Commerce of the House of Representa
tives on the effect of risk contracting enti
ties (as defined in section 1932(a)(3) of the So
cial Security Act) and primary care case 
management entities (as defined in section 
1932(a)(l) of such Act) on the delivery of and 
payment for the services listed in subsection 
(f)(2)(C)(ii) of section 1932 of such Act. 

(b) CONTENTS OF REPORT.-The report re
ferred to in subsection (a) shall include -

(1) information on the extent to which en
rollees with risk contracting entities and 
primary care case management programs 
seek services at local health departments, 
public hospitals, and other facilities that 
provide care without regard to a patient's 
ability to pay; 

(2) information on the extent to which the 
facilities described in paragraph (1) provide 
services to enrollees with risk contracting 
entities and primary care case management 
programs without receiving payment; 

(3) information on the effectiveness of sys
tems implemented by facilities described in 
paragraph (1) for educating such enrollees on 
services that are available through the risk 
contracting entities or primary care case 
management programs with which such en
rollees are enrolled; 

(4) to the extent possible, identification of 
the types of services most frequently sought 
by such enrollees at such facilities; and 

(5) recommendations about how to ensure 
the timely delivery of the services listed in 
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subsection (f)(2)(C)(ii) of section 1931 of the 
Social Security Act to enrollees of risk con
tracting entities and primary care case man
agement entities and how to ensure that 
local health departments, public hospitals, 
and other facilities are adequately com
pensated for the provision of such services to 
such enrollees. 
SEC. 7108. REPORT ON PAYMENTS TO HOSPITALS. 

(a) IN GENERAL.-Not later than October 1 
of each year, beginning with October 1, 1996, 
the Secretary and the Comptroller General 
shall analyze and submit a report to the 
Committee on Finance of the Senate and the 
Committee on Commerce of the House of 
Representatives on rates paid for hospital 
services under coordinated care programs de
scribed in section 1932 of the Social Security 
Act. 

(b) CONTENTS OF REPORT.-The information 
in the report described in subsection (a) 
shall-

(1) be organized by State, type of hospital, 
type of service, and 

(2) include a comparison of rates paid for 
hospital services under coordinated care pro
grams with rates paid for hospital services 
furnished to individuals who are entitled to 
benefits under a State plan under title XIX 
of the Social Security Act and are not en
rolled in such coordinated care programs. 

(C) REPORTS BY STATES.-Each State shall 
transmit to the Secretary, at such time and 
in such manner as the Secretary determines 
appropriate, the information on hospital 
rates submitted to such State under section 
1932(b)(3)(P) of such Act. 
SEC. 7109. CONFORMING AMENDMENTS. 

(a) EXCLUSION OF CERTAIN INDIVIDUALS AND 
ENTITIES FROM PARTICIPATION IN PROGRAM.
Section 1128(b)(6)(C) of the Social Security 
Act (42 U.S.C. 1320a-7(b)(6)(C)) is amended-

(1) in clause (i), by striking "a health 
maintenance organization (as defined in sec
tion 1903(m))" and inserting "an eligible 
managed care provider, as defined in section 
1933(a)(l),"; and 

(2) in clause (ii), by inserting "section 1115 
or" after "approved under". 

(b) STATE PLAN REQUIREMENTS.-Section 
1902 of such Act (42 U.S.C. 1396a) is amend
ed-

(1) in subsection (a)(30)(C), by striking 
"section 1903(m)" and inserting "section 
1932(a)(l)(B)"; and 

(2) in subsection (a)(57), by striking "hos
pice program, or health maintenance organi
zation (as defined in section 1903(m)(l)(A))" 
and inserting "or hospice program"; 

(3) in subsection (e)(2)(A), by striking "or 
with an entity described in paragraph 
(2)(B)(iii), (2)(E), (2)(G), or 

(6) of section 1903(m) under a contract de
scribed in section 1903(m)(2)(A); 

(4) in subsection (p)(2)--
(A) by striking "a health maintenance or

ganization (as defined in section 1903(m))" 
and inserting "an eligible managed care pro
vider, as defined in section 1933(a)(l),"; 

(B) by striking "an organization" and in
serting "a provider"; and 

(C) by striking "any organization" and in
serting "any provider"; and 

(5) in subsection (w)(l), by striking "sec
tions 1903(m)(l)(A) and" and inserting "sec
tion". 

(C) PAYMENT TO STATES.-Section 
1903(w)(7)(A)(viii) of such Act (42 U.S.C. 
1396b(w)(7)(A)(viii)) is amended to read as fol
lows: 

"(viii) Services of an eligible managed care 
provider with a contract under section 
1932(a)(l)(B).' '. 

(d) USE OF ENROLLMENT FEES AND OTHER 
CHARGES.-Section 1916 of such Act (42 U.S.C. 

13960) is amended in subsections (a)(2)(D) and 
(b)(2)(D) by striking "a health maintenance 
organization (as defined in section 1903(m))" 
and inserting "an eligible managed care pro
vider, as defined in section 1933(a)(l)," each 
place it appears. 

(e) EXTENSION OF ELIGIBILITY FOR MEDICAL 
ASSISTANCE.-Section 1925(b)(4)(D)(iv) of such 
Act (42 U.S.C. 1396r-6(b)(4)(D)(iv)) is amended 
to read as follows: 

"(iv) ENROLLMENT WITH ELIGIBLE MANAGED 
CARE PROVIDER.-Enrollment of the care
taker relative and dependent children with 
an eligible managed care provider, as defined 
in section 1933(a)(l), less than 50 percent of 
the membership (enrolled on a prepaid basis) 
of which consists of individuals who are eli
gible to receive benefits under this title 
(other than because of the option offered 
under this clause). The option of enrollment 
under this clause is in addition to, and not in 
lieu of, any enrollment option that the State 
might offer under subparagraph (A)(i) with 
respect to receiving services through an eli
gible managed care provider in accordance 
with sections 1932, 1933, and 1934.". 

(f) ASSURING ADEQUATE PAYMENT LEVELS 
FOR OBSTETRICAL AND PEDIATRIC SERVICES.
Section 1926(a) of such Act (42 U.S.C. 1396r-
7(a)) is amended in paragraphs (1) and (2) by 
striking "health maintenance organizations 
under section 1903(m)" and inserting "eligi
ble managed care providers under contracts 
entered into under section 1932(a)(l)(B)" each 
place it appears. 

(g) PAYMENT FOR COVERED OUTPATIENT 
DRUGS.-Section 1927(j)(l) of such Act (42 
U.S.C. 1396r-8(j)(l)) is amended by strikiilg 
"* * * Health Maintenance Organizations, 
including those organizations that contract 
under section 1903(m)," and inserting 
"health maintenance organizations and med
icaid managed care plans, as defined in sec
tion 1933(a)(2),". 

(h) DEMONSTRATION PROJECTS TO STUDY 
EFFECT OF ALLOWING STATES TO ExTEND 
MEDICAID COVERAGE FOR CERTAIN FAMILIES.
Section 4745(a)(5)(A) of the Omnibus Budget 
Reconciliation Act of 1990 (42 U.S.C. 1396a 
note) is amended by striking "(except sec
tion 1903(m)" and inserting "(except sections 
1932, 1933, and 1934)". 
SEC. 7110. EFFECTIVE DATE; STATUS OF WAIV· 

ERS. 
(a) EFFECTIVE DATE.-Except as provided in 

subsection (b), the amendments made by this 
subtitle shall apply to medical assistance 
furnished-

(1) during quarters beginning on or after 
October 1, 1996; or 

(2) in the case of assistance furnished 
under a contract described in section 7102(b), 
during quarters beginning after the earlier 
of-

( A) t.he date of the expiration of the con
tract-.; or 

(B) the expiration of the 1-year period 
which begins on the date of the enactment of 
this Act. 

(b) APPLICATION TO WAIVERS.-
(1) ExISTING WAIVERS.-If any waiver grant

ed to a State under section 1115 or 1915 of the 
Social Security Act (42 U.S.C. 1315, 1396n) or 
otherwise which relates to the provision of 
medical assistance under a State plan under 
title XIX of such Act (42 U.S.C. 1396 et seq.), 
is in effect or approved by the Secretary of 
Health and Human Services as of the appli
cable effective date described in subsection 
(a), the amendments made by this subtitle 
shall not apply with respect to the State be
fore the expiration (determined without re
gard to any extensions) of the waiver to the 
extent such amendments are inconsistent 
with the terms of the waiver. 

(2) SECRETARIAL EVALUATION AND REPORT 
FOR EXISTING WAIVERS AND EXTENSIONS.-

(A) PRIOR TO APPROV AL.-On and after the 
applicable effective date described in sub
section (a), the Secretary, prior to extending 
any waiver granted under section 1115 or 1915 
of the Social Security Act (42 U.S.C. 1315, 
1396n) or otherwise which relates to the pro
vision of medical assistance under a State 
plan under title XIX of the such Act (42 
U.S.C. 1396 et seq.), shall-

(i) conduct an evaluation of-
(1) the waivers existing under such sections 

or other provision of law as of the date of the 
enactment of this Act; and 

(II) any applications pending, as of the 
date of the enactment of this Act, for exten
sions of waivers under such sections or other 
provision of law; and 

(ii) submit a report to the Congress rec
ommending whether the extension of a waiv
er under such sections or provision of law 
should be conditioned on the State submit
ting the request for an extension complying 
with the provisions of sections 1932, 1933, and 
1934 of the Social Security Act (as added by 
this subtitle). 

(B) DEEMED APPROVAL.-If the Congress has 
not enacted legislation based on a report 
submitted under subparagraph (A)(ii) within 
120 days after the date such report is submit
ted to the Congress, the recommendations 
contained in such report shall be deemed to 
be approved by the Congress. 
Subtitle C-Additional Reforms of Medicaid 

Acute Care Program 
SEC. 7201. PERMITTING INCREASED FLEXIBIUTY 

IN MEDICAID COST-SHARING. 
(a) IN GENERAL.-Subsections (a)(3) and 

(b)(3) of section 1916 of the Social Security 
Act (42 U.S.C. 13960) are amended by striking 
everything that follows "other care and serv
ices" and inserting the following: "will be es
tablished pursuant to a public schedule of 
charges and will be adjusted to reflect the in
come, resources, and family size of the indi
vidual provided the item or service.". 

(b) EFFECTIVE DATE.-The amendments 
made by subsection (a) shall apply to items 
and services furnished on or after the first 
day of the first calendar quarter beginning 
after the date of the enactment of this Act. 
SEC. 7202. UMITS ON REQUIRED COVERAGE OF 

ADDITIONAL TREATMENT SERVICES 
UNDER EPSDT. 

(a) REGULATIONS.-The Secretary of Health 
and Human Services shall define, by regula
tion promulgated after consultation with 
States and organizations representing health 
care providers, those treatment services (in 
addition to those otherwise covered under a 
State plan under title XIX of the Social Se
curity Act) that must be covered under sec
tion 1905(r)(5) of such Act. 

(b) CONSTRUCTION.-Nothing in subsection 
(a) shall be construed as limiting the scope 
of such treatment services a State may cover 
under such section. 
SEC. 7203. DELAY IN APPUCATION OF NEW RE· 

QUIREMENTS. 
(a) DELAY IN lMPLEMENTATION.-
(1) IN GENERAL.-Notwithstanding any 

other provision· of law, no change in law-
(A) which has the effect of imposing a re

quirement on a State under a State plan 
under title XIX of the Social Security Act, 
and 

(B) with respect to the Secretary of Health 
and Human Services is required to issue reg
ulations to carry out such requirement, shall 
take effect until the date the Secretary pro
mulgates such regulation as a final regula
tion. 

(2) STATE OPTION.-Except as otherwise 
provided by the Secretary, a State may elect 
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to have a change in a law described in para
graph (1) apply with respect to the State dur
ing the period (or portion thereof) in which 
the change would have taken effect but for 
paragraph (1). 

(b) PROHIBITION OF CHANGES IN FINAL REGU
LATIONS DURING A FISCAL YEAR.-

(1) IN GENERAL.-Except as provided in 
paragraph (2), any change in a regulation of 
the Secretary of Heal th and Human Services 
relating to the medicaid program under title 
XIX of the Social Security Act shall not be
come effective until the beginning of the fis
cal year following the fiscal year in which 
the change was promulgated. 

(2) STATE OPTION.-Except as otherwise 
provided by the Secretary, a State may elect 
to have a change in a regulation described in 
paragraph (1) apply with respect to the State 
during the pe1·iod (or portion thereof) in 
which the change would have taken effect 
but for paragraph (1). 

(c) SENSE OF CONGRESS REGARDING FED
ERAL PAYMENT FOR NEW MEDICAID MAN
DATES.-lt is the sense of Congress that if a 
State is required by future legislation to pro
vide for additional services, eligible individ
uals, or otherwise incur additional costs 
under its medicaid program under title XIX 
of the Social Security Act, the Federal Gov
ernment shall provide for full payment of 
any such additional costs for at least the 
first two years in which such requirement 
applies. 
SEC. 7204. DEADLINE ON ACTION ON WAIVERS. 

(a) IN GENERAL.-In considering applica
tions for medicaid waivers--

(1) the application shall be deemed granted 
unless the Secretary of Health and Human 
Services, within ninety days after the date of 
the submission of the application of the Sec
retary, either denies the application in writ
ing or informs the applicant in writing with 
respect to any additional information which 
is needed in order to make a final determina
tion with respect to the application, and 

(2) after the date the Secretary receives 
such additional information, the application 
shall be deemed granted unless the Secretary 
within ninety days of such date, denies such 
application. 

(b) MEDICAID WAIVERS.-ln this section, the 
term "medicaid waiver" means the request 
of a State for a waiver of a provision of title 
XIX of the Social Security Act (or of another 
provision of law that applies to State plans 
under such title), and includes such a waiver 
under the authority of section 1115 or section 
1915 of the Social Security Act or under sec
tion 222 of the Social Security Amendments 
of 1972 and section 402(a) of the Social Secu
rity Amendments of 1967. 

Subtitle D-National Commission on 
Medicaid Restructuring 

SEC. 7301. ESTABLISHMENT OF COMMISSION. 
(a) IN GENERAL.-There is hereby estab

lished the National Commission on Medicaid 
Restructuring (in this subtitle referred to as 
the "Commission"). 

(b) COMPOSITION.-The Commission shall be 
composed as follows: 

(1) 2 FEDERAL OFFICIALS.-The President 
shall appoint 2 Federal officials, one of 
whom the President shall designate as chair
person of the Commission. 

(2) 4 MEMBERS OF CONGRESS.-(A) The 
Speaker of the House of Representatives 
shall appoint one Member of the House as a 
member. 

(B) The minority leader of the House of 
Representatives shall appoint one Member of 
the House as a member. 

(C) The majority leader of the Senate shall 
appoint one Member of the Senate as a mem
ber. 

(D) The minority leader of the Senate shall 
appoint one Member of the Senate as a mem
ber. 

(3) 6 STATE GOVERNMENT REPRESENTA
TIVES.-(A) The majority leaders of the 
House of Representatives and the Senate 
shall jointly appoint 3 individuals who are 
governors, State legislators, or State medic
aid officials. 

(B) The minority leaders of the House of 
Representatives and the Senate shall jointly 
appoint 3 individuals who are governors, 
State legislators, or State medicaid officials. 

(4) 6 EXPERTS.-(A) The majority leaders of 
the House of Representatives and the Senate 
shall jointly appoint 4 individuals who are 
not officials of the Federal or State govern
ments and who have expertise in a health-re
lated field, such as medicine, public health, 
or delivery and financing of health care serv
ices. 

(B) The President shall appoint 2 individ
uals who are not officials of the Federal or 
State governments and who have expertise 
in a health-related field, such as medicine, 
public health, or delivery and financing of 
health care services. 

(c) INITIAL APPOINTMENT.-Members of the 
Commission shall first be appointed by not 
later than February 1, 1996. 

(d) COMPENSATION AND EXPENSES.-
(1) COMPENSATION.-Each member of the 

Commission shall serve without compensa
tion. 

(2) TRAVEL EXPENSES.-Members of the 
Commission shall be allowed travel expenses, 
including per diem in lieu of subsistence, at 
rates authorized for employees of agencies 
under subchapter I of chapter 57 of title 5, 
United States Code, while away from their 
homes or regular places of business in the 
performance of services for the Commission. 
SEC. 7302. DUTIES OF COMMISSION. 

(a) STUDY OF MEDICAID PROGRAM.-
(1) IN GENERAL.-The Commission shall 

study and make recommendations to the 
Congress, the President, and the Secretary 
regarding the need for changes (in addition 
to the changes effected under this title) in 
the laws and regulations regarding the med
icaid program under title XIX of the Social 
Security Act. 

(2) SPECIFIC CONCERNS.-The Commission 
shall specifically address each of the follow
ing: 

(A) Changes needed to ensure adequate ac
cess to health care for low-income individ
uals. 

(B) Promotion of quality care. 
(C) Deterrence of fraud and abuse. 
(D) Providing States with additional flexi

bility in implementing their medicaid plans. 
(E) Methods of containing Federal and 

State costs. 
(b) REPORTS.-
(1) FIRST REPORT.-The Commission shall 

issue a first report to Congress by not later 
than December 31, 1996. 

(2) SUBSEQUENT REPORTS.-The Commission 
shall issue subsequent reports to Congress by 
not later than December 31, 1997, and Decem
ber 31, 1998. 
SEC. 7303. ADMINISTRATION. 

(a) APPOINTMENT OF STAFF.-
(1) EXECUTIVE DIRECTOR.-The Commission 

shall have an Executive Director who shall 
be appointed by the Chairperson with the ap
proval of the Commission. The Executive Di
rector shall be paid at a rate not to exceed 
the rate of basic pay payable for level III of 
the Executive Schedule. 

(2) STAFF.-With the approval of the Com
mission, the Executive Director may appoint 
and determine the compensation of such 

staff as may be necessary to carry out the 
duties of the Commission. Such appoint
ments and compensation may be made with
out regard to the provisions of title 5, United 
States Code, that govern appointments in 
the competitive services, and the provisions 
of chapter 51 and subchapter III of chapter 53 
of such title that relate to classifications 
and the General Schedule pay rates. 

(3) CONSULTANTS.-The Commission may 
procure such temporary and intermittent 
services of consultants under section 3109(b) 
of title 5, United States Code, as the Com
mission determines to be necessary to carry 
out the duties of the Commission. 

(b) PROVISION OF ADMINISTRATIVE SUPPORT 
SERVICES BY HHS.-Upon the request of the 
Commission, the Secretary of Health and 
Human Services shall provide to the Com
mission on a reimbursable basis such admin
istrative support services as the Commission 
may request. 
SEC. 7304. AUTHORIZATION OF APPROPRIATIONS. 

There are authorized to be appropriated to 
carry out this subtitle $3,000,000 for fiscal 
year 1996, $4,000,000 for each of fiscal years 
1997 and 1998, and $2,000,000 for fiscal year 
1999. 
SEC. 7305. TERMINATION. 

The Commission shall terminate on De
cember 31, 1998. 
Subtitle E-Restrictions on Disproportionate 

Share Payments 
SEC. 7401. REFORMING DISPROPORTIONATE 

SHARE PAYMENTS UNDER STATE 
MEDICAID PROGRAMS. 

(a) TARGETING PAYMENTS.-Section 1923 of 
the Social Security Act (42 U.S.C. 1396r-3) is 
amended-

(1) in subsection (a)(l)-
(A) by redesignating subparagraphs (A) and 

(B) as clauses (i) and (ii), 
(B) by striking "(1)" and inserting 

"(l)(A)", 
(C) in clause (i) (as so redesignated) by 

striking "(b)(l)" and inserting "(b)(l)(A)", 
and 

(D) by adding at the end the following: 
"(B) A State plan under this title shall not 

be considered to meet the requirement of 
section 1902(a)(13)(A) (insofar as it requires 
payments to hospitals to take into account 
the situation of hospitals that serve a dis
proportionate number of low-income pa
tients with special needs), as of July l, 1996, 
unless the State has submitted to the Sec
retary, by not later than such date, an 
amendment to such plan that utilizes the 
definition of such hospitals specified in sub
section (b)(l)(B) in lieu of the definition es
tablished by the State under subparagraph 
(a)(i)."; 

(2) in subsection (a)(2)(A)-
(A) by inserting "(i)" after "(2)(A)", 
(B) by striking "paragraph (l)" and insert

ing "paragraph (l)(A)(i)", and 
(C) by adding at the end the following: 
"(ii) In order to be considered to have met 

such requirement of section 1902(a)(l3)(A) as 
of July l, 1996, the State must submit to the 
Secretary by not later than April l, 1996, the 
State plan amendment described in para
graph (l)(B), consistent with subsection (c), 
effective for inpatient hospital services fur
nished on or after July 1, 1996."; 

(3) in subsection (b)-
(A) in the heading, by striking "HOSPITALS 

DEEMED DISPROPORTIONATE SHARE" and in
serting "DISPROPORTIONATE SHARE HOS
PITALS'', 

(B) in paragraph (1)-
(i) by redesignating subparagraphs (A) and 

(B) as clauses (i) and (ii), 
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(ii) by striking "(1) For purposes of sub

section (a)(l)" and inserting "(l)(A) For pur
poses of subsection (a)(l)(A)" , and 

(iii) by adding at the end the following: 
"(B) For purposes of subsection (a)(l)(B), a 

hospital that meets the requirements of sub
section (d) is a disproportionate share hos
pital only if-

"(i) in the case of a hospital that is not de
scribed in subsection (d)(2)(A)(i), the hos
pital's low-income utilization rate (as de
fined in paragraph (3)) exceeds 25 percent; or 

"(ii) in the case of a hospital that is de
scribed in subsection (d)(2)(A)(i}-

"(I) the hospital meets the requirement of 
clause (i), or 

"(II) the hospital's medicaid inpatient uti
lization rate (as defined in paragraph (2)) ex
ceeds 20 percent."; 

(C) in paragraph (2) by striking " (l)(A)" 
and inserting "(l)", 

(D) in paragraph (3) by striking " (l)(B)" 
and inserting "(1)", and 

(E) by striking paragraph (4); 
(4) in subsection (c}-
(A) in paragraph (2), by striking "subpara

graph (A) or (B) of subsection (b)(l)" and in
serting " clause (i) or (ii) of subsection 
(b)(l)(A)", 

(B) by striking paragraph (3), and 
(C) in the matter following paragraph (3}
(i) by striking "(l)(B)" each place it ap-

pears and inserting "(l)(A)(ii)", and 
(ii) by striking "(2)(A)" each place it ap

pears and inserting "(2)(A)(i)" ; and 
(5) in subsection (e}-
(A) in paragraph (l)(C), by striking "meets 

the requirement of subsection (d)(3)" and in
serting "makes payments under this section 
only to hospitals described in subsection 
(b)(l)(B)", and 

(B) in paragraph (2}-
(i) by inserting "and" at the end of sub

paragraph (B), and 
(ii) by striking subparagraph (C). 
(b) DIRECT PAYMENT BY STATE.-Section 

1923(a) of such Act (42 U.S.C. 1396r-4(a)), as 
amended by subsection (a), is further amend
ed-

(1) in paragraph (1), by adding at the end 
the following 

"(C) A State plan under this title shall not 
be considered to meet the requirement of 
section 1902(a)(13)(A) (insofar as it requires 
payments to hospitals to take into account 
the situation of hospitals that serve a dis
proportionate number of low-income pa
tients with special needs), as of July 1, 1996, 
unless the State provides that any payments 
made under this section with respect to indi
viduals who are-

"(i) entitled to benefits under the State 
plan, and 

" (ii) enrolled with a health maintenance 
organization or other managed care plan, 
are, at the option of the hospital, made di
rectly to such hospital by the State."; and 

(2) in paragraph (2)(A)(ii), by striking 
" amendment described in paragraph (l )(B)" 
and inserting " amendments described in 
subparagraphs (B) and (C) of paragraph (1)" . 

(c) ADJUSTMENT TO NATIONAL DSH LIMIT, 
STATE ALLOCATIONS.-The Secretary of 
Health and Human Services shall make ap
propriate adjustments in-

(1) the national DSH payment limit estab
lished under section 1923(f)(l)(B) of the So
cial Security Act, and 

(2) the State DSH allotments established 
under section 1923(f)(2) of such Act, 
to reflect the amendments made by sub
section (a). 

(d) EFFECTIVE DATE.-The amendments 
made by this section shall apply to payments 

to States under section 1903(a) of the Social 
Security Act for payments to hospitals made 
under State plans after-

(1) July 1, 1996, or 
(2) in the case of a State with a State legis

lature that is not scheduled to have a regu
lar legislative session in 1996, July 1, 1997. 

Subtitle F-Fraud Reduction 
SEC. 7501. MONITORING PAYMENTS FOR DUAL 

ELIGIBLES. 
The Administrator of the Health Care Fi

nancing Administration shall develop mech
anisms to better monitor and prevent inap
propriate payments under the medicaid pro
gram in the case of individuals who are du
ally eligible for benefits under such program 
and under the medicare program. 
SEC. 7502. IMPROVED IDENTIFICATION SYSTEMS. 

The Administrator of the Health Care Fi
nancing Administration shall develop im
proved mechanisms, such as picture identi
fication documents and smart documents, to 
provide methods of improved identification 
and tracking of beneficiaries and prcviders 
that perpetrate fraud against the medicaid 
program. 

TITLE VIII-MEDICARE 
SEC. 8000. SHORT TITLE; REFERENCES IN TITLE; 

TABLE OF CONTENTS. 
(a) SHORT TITLE OF TITLE.-This title may 

be cited as the "Medicare Preservation Act 
of 1995". 

(b) AMENDMENTS TO SOCIAL SECURITY 
ACT.-Except as otherwise specifically pro
vided, whenever in this title an amendment 
is expressed in terms of an amendment to or 
repeal of a section or other provision, the 
reference shall be considered to be made to 
that section or other provision of the Social 
Security Act. 

(C) REFERENCES TO OBRA.-In this title, 
the terms "OBRA-1986", "OBRA-1987", 
"OBRA-1989", "OBRA-1990", and "OBRA-
1993" refer to the Omnibus Budget Reconcili
ation Act of 1986 (Public Law 99-509), the 
Omnibus Budget Reconciliation Act of 1987 
(Public Law 100-203), the Omnibus Budget 
Reconciliation Act of 1989 (Public Law 101-
239), the Omnibus Budget Reconciliation Act 
of 1990 (Public Law 101-508), and the Omnibus 
Budget Reconciliation Act of 1993 (Public 
Law 103-66), respectively. 

(d) TABLE OF CONTENTS.-The table of con
tents of this title is as follows: 

TITLE VIII-MEDICARE 
Sec. 8000. Short title; references in title; 

table of contents. 
Subtitle A-Medicare Choice Program 
PART 1-INCREASING CHOICE UNDER THE 

MEDICARE PROGRAM 
Sec. 8001. Increasing choice under medicare. 
Sec. 8002. Medicare Choice program. 
" PART C-PROVISIONS RELATING TO MEDICARE 

CHOICE 
"Sec. 1851. Requirements for Medicare 

Choice organizations. 
"Sec. 1852. Requirements relating to 

benefits, provision of services, 
enrollment, and premiums. 

" Sec. 1853. Patient protection standards. 
" Sec. 1854. Provider-sponsored organiza

tions. 
"Sec. 1855. Payments to Medicare Choice 

organizations. 
" Sec. 1856. Establishment of standards 

for Medicare Choice organiza
tions and products. 

" Sec. 1857. Medicare Choice certifi-
cation. 

" Sec. 1858. Contracts with Medicare 
Choice organizations. 

"Sec. 1859. Demonstration project for 
high deductible/medisave prod
ucts. 

Sec. 8003. Reports. 
Sec. 8004. Transitional rules for current 

medicare HMO program. 
PART 2-SPECIAL RULES FOR MEDICARE 

CHOICE MEDICAL SAVINGS ACCOUNTS 
Sec. 8011. Medicare choice MSA's. 
Sec. 8012. Certain rebates excluded from 

gross income. 
PART 3--SPECIAL ANTITRUST RULE FOR 

PROVIDER SERVICE NETWORKS 
Sec. 8021. Application of antitrust rule of 

reason to provider service net
works. 

PART 4-COMMISSIONS 
Sec. 8031. Medicare Payment Review Com

mission. 
Sec. 8032. Commission on the Effect of the 

Baby Boom Generation on the 
Med.icare Program. 

PART 5-PREEMPTION OF STATE ANTI
MANAGED CARE LAWS 

Sec. 8041. Preemption of State law restric
tions on managed care arrange
ments. 

Sec. 8042. Preemption of State laws restrict
ing utilization review pro
grams. 

Subtitle B-Provisions Relating to 
Regulatory Relief 

PART 1-PROVISIONS RELATING TO PHYSICIAN 
FINANCIAL RELATIONSHIPS 

Sec. 8101. Repeal of prohibitions based on 
compensation arrangements. 

Sec. 8102. Revision of designated health 
services subject to prohibition. 

Sec. 8103. Delay in implementation until 
promulgation of regulations. 

Sec. 8104. Exceptions to prohibition. 
Sec. 8105. Repeal of reporting requirements. 
Sec. 8106. Preemption of State law. 
Sec. 8107. Effective date. 

PART 2-ANTITRUST REFORM 
Sec. 8111. Publication of antitrust guidelines 

on activities of health plans. 
Sec. 8112. Issuance of health care certifi-

cates of public advantage. 
Sec. 8113. Study of impact on competition. 
Sec. 8114. Antitrust exemption. 
Sec. 8115. Requirements. 
Sec. 8116. Definition. 

PART 3--MALPRACTICE REFORM 
SUBPART A- UNIFORM STANDARDS FOR 

MALPRACTICE CLAIMS 
Sec. 8121. Applicability. 
Sec. 8122. Requirement for initial resolution 

of action through alternative 
dispute resolution. 

Sec. 8123. Optional application of practice 
guidelines. 

Sec. 8124. Treatment of noneconomic and 
punitive damages. 

Sec. 8125. Periodic payments for future 
losses. 

Sec. 8126. Treatment of attorney's fees and 
other costs. 

Sec. 8127. Uniform statute of limitations. 
Sec. 8128. Special provision for certain ob-

stetric services. 
Sec. 8129. Jurisdiction of Federal courts. 
Sec. 8130. Preemption. 
SUBPART B-REQUIREMENTS FOR STATE 
ALTERNATIVE DISPUTE RESOLUTION SYSTEMS 

(ADR) 
Sec. 8131. Basic requirements. 
Sec. 8132. Certification of State systems; ap

plicability of alternative Fed
eral system. 
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Sec. 8133. Reports on implementation and ef

fectiveness of alternative dis
pute resolution systems. 

SUBPART C-DEFINITIONS 
Sec. 8141. Definitions. 

PART 4-PAYMENT AREAS FOR PHYSICIANS' 
SERVICES UNDER MEDICARE 

Sec. 8151. Modification of payment areas 
used to determine payments for 
physicians' services under med
icare. 

Subtitle C-Medicare Payments to Health 
Care Providers 

PART 1-PROVISIONS AFFECTING ALL 
PROVIDERS 

Sec. 8201. One-year freeze in payments to 
providers. 

PART 2--PROVISIONS AFFECTING DOCTORS 
Sec. 8211. Updating fees for physicians' serv

ices. 
Sec. 8212. Use of real GDP to adjust for vol

ume and intensity. 
PART 3-PROVISIONS AF'FECTING HOSPITALS 

Sec. 8221. Reduction in update for inpatient 
hospital services. 

Sec. 8222. Elimination of formula-driven 
overpayments for certain out
patient hospital services. 

Sec. 8223. Establishment of prospective pay
ment system for outpatient 
services. 

Sec. 8224. Reduction in medicare payments 
to hospitals for inpatient cap
ital-related costs. 

Sec. 8225. Moratorium on PPS exemption for 
long-term care hospitals. 

PART 4--PROVISIONS AFFECTING OTHER 
PROVIDERS 

Sec. 8231. Revision of payment methodology 
for home health services. 

Sec. 8232. Limitation of home health cov
erage under part A. 

Sec. 8233. Reduction in fee schedule for dura
ble medical equipment. 

Sec. 8234. Nursing home billing. 
Sec. 8235. Freeze in payments for clinical di

agnostic laboratory tests. 
PART 5---GRADUATE MEDICAL EDUCATION AND 

TEACHING HOSPITALS 
Sec. 8241. Teaching hospital and graduate 

medical education trust fund. 
Sec. 8242. Reduction in payment adjust

ments for indirect medical edu
cation. 

Subtitle D-Provisions Relating to Medicare 
Beneficiaries 

Sec. 8301. Part B premium. 
Sec. 8302. Full cost of medicare part B cov

erage payable by high-income 
individuals. 

Sec. 8303. Expanded coverage of preventive 
benefits. 

Subtitle E-Medicare Fraud Reduction 
Sec. 8401. Increasing beneficiary awareness 

of fraud and abuse. 
Sec. 8402. Beneficiary incentives to report 

fraud and abuse. 
Sec. 8403. Elimination of home health over

payments. 
Sec. 8404. Skilled nursing facilities. 
Sec. 8405. Direct spending for anti-fraud ac

tivities under medicare. 
Sec. 8406. Fraud reduction demonstration 

project. 
Sec. 8407. Report on competitive pricing. 
Subtitle F-Improving Access to Health Care 
PART 1-ASSISTANCE FOR RURAL PROVIDERS 

SUBPART A-RURAL HOSPITALS 
Sec. 8501. Sole community hospitals. 

Sec. 8502. Clarification of treatment of EAC 
and RPC hospitals. 

Sec. 8503. Establishment of rural emergency 
access care hospitals. 

Sec. 8504. Classification of rural referral 
centers. 

Sec. 8505. Floor on area wage index. 
Sec. 8506. Medical education. 

SUBPART B-RURAL PHYSICIANS AND OTHER 
PROVIDERS 

Sec. 8511. Provider incentives. 
Sec. 8512. National Health Service Corps 

loan repayments excluded from 
gross income. 

Sec. 8513. Telemedicine payment methodol
ogy. 

Sec. 8514. Demonstration project to increase 
choice in rural areas. 

PART 2--MEDICARE SUBVENTION 
Sec. 8521. Medicare program payments for 

health care services provided in 
the military heal th services 
system. 

Subtitle G-Other Provisions 
Sec. 8601. Extension and expansion of exist

ing secondary payer require
ments. 

Sec. 8602. Repeal of medicare and medicaid 
coverage data bank. 

Sec. 8603. Clarification of medicare coverage 
of items and services associated 
with certain medical devices 
approved for investigational 
use. 

Sec. 8604. Additional exclusion from cov
erage. 

Sec. 8605. Extending medicare coverage of, 
and application of hospital in
surance tax to, all State and 
local government employees. 

Subtitle ff-Monitoring Achievement of 
Medicare Reform Goals 

Sec. 8701. Establishment of budgetary and 
program goals. 

Sec. 8702. Medicare Reform Commission. 
Subtitle I-Lock-Box Provisions for Medicare 

Part B Savings from Growth Reductions 
Sec. 8801. Establishment of Medicare Growth 

Reduction Trust Fund for part 
B savings. 

Subtitle J-Clinical Laboratories 
Sec. 8901. Exemption of physician office lab

oratories. 
Subtitle A-Medicare Choice Program 

PART I-INCREASING CHOICE UNDER THE 
MEDICARE PROGRAM 

SEC. 8001. INCREASING CHOICE UNDER MEDI
CARE. 

(a) IN GENERAL.-Title XVIII is amended by 
inserting after section 1804 the following new 
section: 

"PROVIDING FOR CHOICE OF COVERAGE 
"SEC. 1805. (a) CHOICE OF COVERAGE.-
"(l) IN GENERAL.-Subject to the provisions 

of this section, every individual who is enti
tled to benefits under part A and enrolled 
under part B shall elect to receive benefits 
under this title through one of the following: 

"(A) THROUGH FEE-FOR-SERVICE SYSTEM.
Through the provisions of parts A and B. 

"(B) THROUGH A MEDICARE CHOICE PROD
UCT.-Through a Medicare Choice product (as 
defined in paragraph (2)), which may be-

"(i) a product offered by a provider-spon
sored organization, 

"(ii) a product offered by an organization 
that is a union, Taft-Hartley plan, or asso
ciation, or 

"(iii) a product providing for benefits on a 
fee-for-service or other basis. 

Such a product may be a high deductible/ 
medisave product (and a contribution into a 
Medicare Choice medical savings account 
(MSA)) under the demonstration project pro
vided under section 1859. 

"(2) MEDICARE CHOICE PRODUCT DEFINED.
For purposes this section and part C, the 
term 'Medicare Choice product' means 
health benefits coverage offered under a pol
icy, contract, or plan by a Medicare Choice 
organization (as defined in section 1851(a)) 
pursuant to and in accordance with a con
tract under section 1858. 

"(3) TERMINOLOGY RELATING TO OPTIONS.
For purposes of this section and part C-

"(A) NON-MEDICARE-CHOICE OPTION .-An in
dividual who has made the election described 
in paragraph (l)(A) is considered to have 
elected the 'Non-Medicare Choice option'. 

"(B) MEDICARE CHOICE OPTION.-An individ
ual who has made the election described in 
paragraph (l)(B) to obtain coverage through 
a Medicare Choice product is considered to 
have elected the 'Medicare Choice option' for 
that product. 

"(b) SPECIAL RULES.-
"(l) RESIDENCE REQUIREMENT.-Except as 

the Secretary may otherwise provide, an in
dividual is eligible to elect a Medicare 
Choice product offered by a Medicare Choice 
organization only if the organization in rela
tion to the product serves the geographic 
area in which the individual resides. 

"(2) AFFILIATION REQUIREMENTS FOR CER
TAIN PRODUCTS.-

"(A) IN GENERAL.-Subject to subparagraph 
(B), an individual is eligible to elect a Medi
care Choice product offered by a limited en
rollment Medicare Choice organization (as 
defined in section 1852(c)(4)(D)) only if-

"(i) the individual is eligible under section 
1852(c)(4) to make such election, and 

"(ii) in the case of a Medicare Choice orga
nization that is a union sponsor or Taft
Hartley sponsor (as defined in section 
1852(c)(4)), the individual elected under this 
section a Medicare Choice product offered by 
the sponsor during the first enrollment pe
riod in which the individual was eligible to 
make such election with respect to such 
sponsor. 

"(B) No REELECTION AFTER DISENROLLMENT 
FOR CERTAIN PRODUCTS.-An individual is not 
eligible to elect a Medicare Choice product 
offered by a Medicare Choice organization 
that is a union sponsor or Taft-Hartley spon
sor if the individual previously had elected a 
Medicare Choice product offered by the orga
nization and had subsequently discontinued 
to elect such a product offered by the organi
zation. 

"(c) PROCESS FOR EXERCISING CHOICE.-
"(!) IN GENERAL.-The Secretary shall es

tablish a process through which elections de
scribed in subsection (a) are made and 
changed, including the form and manner in 
which such elections are made and changed. 
Such elections shall be made or changed only 
during coverage election periods specified 
under subsection (e) and shall become effec
tive as provided in subsection (f). 

"(2) EXPEDITED IMPLEMENTATION.-The Sec
retary shall establish the process of electing 
coverage under this section during the tran
sition period (as defined in subsection 
(e)(l)(B)) in such an expedited manner as will 
permit such an election for Medicare Choice 
products in an area as soon as such products 
become available in that area. 

"(3) COORDINATION THROUGH MEDICARE 
CHOICE ORGANIZATIONS.-

"(A) ENROLLMENT.-Such process shall per
mit an individual who wishes to elect a Med
icare Choice product offered by a Medicare 
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Choice organization to make such election 
through the filing of an appropriate election 
form with the organization. 

"(B) DISENROLLMENT.-Such process shall 
permit an individual, who has elected a Med
icare Choice product offered by a Medicare 
Choice organization and who wishes to ter
minate such election, to terminate such 
election through the filing of an appropriate 
election form with the organization. 

" (4) DEFAULT.-
"(A) INITIAL ELECTION.-
"(i) IN GENERAL.-Subject to clause (ii), an 

individual who fails to make an election dur
ing an initial election period under sub
section (e)(l) is deemed to have chosen the 
Non-Medicare Choice option. 

" (ii) SEAMLESS CONTINUATION OF COV
ERAGE.-The Secretary shall establish proce
dures under which individuals who are en
rolled with a Medicare Choice organization 
at the time of the initial election period and 
who fail to elect to receive coverage other 
than through the organization are deemed to 
have elected an appropriate Medicare Choice 
product offered by the organization. 

"(B) CONTINUING PERIODS.-An individual 
who has made (or deemed to have made) an 
election under this section is considered to 
have continued to make such election until 
such time as---

"(i) the individual changes the election 
under this section, or 

"(ii) a Medicare Choice product is discon
tinued, if the individual had elected such 
product at the time of the discontinuation. 

"(5) AGREEMENTS WITH COMMISSIONER OF SO
CIAL SECURITY TO PROMOTE EFFICIENT ADMIN
ISTRATION .-In order to promote the efficient 
administration of this section and the Medi
care Choice program under part C, the Sec
retary may enter into an agreement with the 
Commissioner of Social Security under 
which the Commissioner performs adminis
trative responsibilities relating to enroll
ment and disenrollment in Medicare Choice 
products under this section. 

"(d) PROVISION OF BENEFICIARY INFORMA
TION TO PROMOTE INFORMED CHOICE.-

"(!) IN GENERAL.-The Secretary shall pro
vide for activities under this subsection to 
disseminate broadly information to medicare 
beneficiaries (and prospective medicare 
beneficiaries) on the coverage options pro
vided under this section in order to promote 
an active, informed selection among such op
tions. Such information shall be made avail
able on such a timely basis (such as 6 months 
before the date an individual would first at
tain eligibility for medicare on the basis of 
age) as to permit individuals to elect the 
Medicare Choice option during the initial 
election period described in subsection (e)(l). 

"(2) USE OF NONFEDERAL ENTITIES.-The 
Secretary shall, to the maximum extent fea
sible, enter into contracts with appropriate 
non-Federal entities to carry out activities 
under this subsection. 

"(3) SPECIFIC ACTIVITIES.-In carrying out 
this subsection, the Secretary shall provide 
for at least the following activities in all 
areas in which Medicare Choice products are 
offered: 

"(A) INFORMATION BOOKLET.-
"(i) IN GENERAL.-The Secretary shall pub

lish an information booklet and disseminate 
the booklet to all individuals eligible to 
elect the Medicare Choice option under this 
section during coverage election periods. 

"(ii) INFORMATION INCLUDED.-The booklet 
shall include information presented in plain 
English and in a standardized format regard
ing-

"(I) the benefits (including cost-sharing) 
and premiums for the various Medicare 
Choice products in the areas involved; 

"(II) the quality of such products, includ
ing consumer satisfaction information; and 

" (ill) rights and responsibilities of medi
care beneficiaries under such products. 

"(iii) PERIODIC UPDATING.-The booklet 
shall be updated on a regular basis (not less 
often than once every 12 months) to reflect 
changes in the availability of Medicare 
Choice products and the benefits and pre
miums for such products. 

"(B) TOLL-FREE NUMBER.-The Secretary 
shall maintain a toll-free number for inquir
ies regarding Medicare Choice options and 
the operation of part C. 

"(C) GENERAL INFORMATION IN MEDICARE 
HANDBOOK.-The Secretary shall include in
formation about the Medicare Choice option 
provided under this section in the annual no
tice of medicare benefits under section 1804. 

"(e) COVERAGE ELECTION PERIODS.-
"(!) INITIAL CHOICE UPON ELIGIBILITY TO 

MAKE ELECTION.-
" (A) IN GENERAL.-In the case of an indi

vidual who first becomes entitled to benefits 
under part A and enrolled under part B after 
the beginning of the transition period (as de
fined in subparagraph (B)), the individual 
shall make the election under this section 
during a period (of a duration and beginning 
at a time specified by the Secretary) at the 
first time the individual both is entitled to 
benefits under part A and enrolled unde:r 
part B. Such period shall be specified in a 
manner so that, in the case of an individual 
who elects a Medicare Choice product during 
the period, coverage under the product be
comes effective as of the first date on which 
the individual may receive such coverage. 

"(B) TRANSITION PERIOD DEFINED.-ln this 
subsection, the term 'transition period' 
means, with respect to an individual in an 
area, the period beginning on the first day of 
the first month in which a Medicare Choice 
product is first made available to individuals 
in the area and ending with the month pre
ceding the beginning of the first annual, co
ordinated election period under paragraph 
(3). 

"(2) DURING TRANSITION PERIOD.-Subject 
to paragraph (6)-

"(A) CONTINUOUS OPEN ENROLLMENT INTO A 
MEDICARE CHOICE OPTION.-During the transi
tion period, an individual who is eligible to 
make an election under this section and who 
has elected the non-Medicare Choice option 
may change such election to a Medicare 
Choice option at any time. 

"(B) OPEN DISENROLLMENT BEFORE END OF 
TRANSITION PERIOD.-During the transition 
period, an individual who has elected a Medi
care Choice option for a Medicare Choice 
product may change such election to another 
Medicare Choice product or to the non-Medi
care Choice option. 

"(3) ANNUAL, COORDINATED ELECTION PE
RIOD.-

" (A) IN GENERAL.-Subject to paragraph 
(5), each individual who is eligible to make 
an election under this section may change 
such election during annual, coordinated 
election periods. 

"(B) ANNUAL, COORDINATED ELECTION PE
RIOD.-For purposes of this section, the term 
'annual, coordinated election period' means, 
with respect to a calendar year (beginning 
with 1998), the month of October before such 
year. 

"(C) MEDICARE CHOICE HEALTH FAIR DURING 
OCTOBER, 1996.-ln the month of October, 1996, 
the Secretary shall provide for a nationally 
coordinated educational and publicity cam-

paign to inform individuals, who are eligible 
to elect Medicare Choice products, about 
such products and the election process pro
vided under this section (including the an
nual, coordinated election periods that occur 
in subsequent years). 

"(4) SPECIAL 90-DAY DISENROLLMENT OP
TION.-

"(A) IN GENERAL.-In the case of the first 
time an individual elects a Medicare Choice 
option under this section, the individual may 
discontinue such election through the filing 
of an appropriate notice during the 90-day 
period beginning on the first day on which 
the individual's coverage under the Medicare 
Choice product under such option becomes 
effective. 

"(B) EFFECT OF DISCONTINUATION OF ELEC
TION.-An individual who discontinues an 
election under this paragraph shall be 
deemed at the time of such discontinuation 
to have elected the Non-Medicare Choice op
tion. 

"(5) SPECIAL ELECTION PERIODS.-An indi
vidual may discontinue an election of a Med
icare Choice product offered by a Medicare 
Choice organization other than during an an
nual, coordinated election period and make a 
new election under this section if-

"(A) the organization's or product's certifi
cation under part C has been terminated or 
the organization has terminated or other
wise discontinued providing the product; 

"(B) in the case of an individual who has 
elected a Medicare Choice product offered by 
a Medicare Choice organization, the individ
ual is no longer eligible to elect the product 
because of a change in the individual's place 
of residence or other change in cir
cumstances (specified by the Secretary, but 
not including termination of membership in 
a qualified association in the case of a prod
uct offered by a qualified association or ter
mination of the individual's enrollment on 
the basis described in clause (i) or (ii) section 
1852( c )(3)(B )); 

"(C) the individual demonstrates (in ac
cordance with guidelines established by the 
Secretary) that-

"(i) the organization offering the product 
substantially violated a material provision 
of the organization's contract under part C 
in relation to the individual and the product; 
or 

"(ii) the organization (or an agent or other 
entity acting on the organization's behalf) 
materially misrepresented the product's pro
visions in marketing the product to the indi
vidual; or 

"(D) the individual meets such other condi
tions as the Secretary may provide. 

"(f) EFFECTIVENESS OF ELECTIONS.-
" (!) DURING INITIAL COVERAGE ELECTION PE

RIOD.-An election of coverage made during 
the initial coverage election period under 
subsection (e)(l)(A) shall take effect upon 
the date the individual becomes entitled to 
benefits under part A and enrolled under 
part B, except as the Secretary may provide 
(consistent with section 1838) in order to pre
vent retroactive coverage. 

"(2) DURING TRANSITION; 90-DAY 
DISENROLLMENT OPTION.-An election of cov
erage made under subsection (e)(2) and an 
election to discontinue a Medicare Choice 
option under subsection (e)(4) at any time 
shall take effect with the first calendar 
month following the date on which the elec
tion is made. 

"(3) ANNUAL, COORDINATED ELECTION PERIOD 
AND MEDISAVE ELECTION.-An election of cov
erage made during an annual, coordinated 
election period (as defined in subsection 
(e)(3)(B)) in a year shall take effect as of the 
first day of the following year. 
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"(4) OTHER PERIODS.-An election of cov

erage made during any other period under 
subsection (e)(5) shall take effect in such 
manner as the Secretary provides in a man
ner consistent (to the extent practicable) 
with protecting continuity of health benefit 
coverage. 

"(g) EFFECT OF ELECTION OF MEDICARE 
CHOICE OPTION.-Subject to the provisions of 
section 1855(f), payments under a contract 
with a Medicare Choice organization under 
section 1858(a) with respect to an individual 
electing a Medicare Choice product offered 
by the organization shall be instead of the 
amounts which (in the absence of the con
tract) would otherwise be payable under 
parts A and B for items and services fur
nished to the individual. 

"(h) DEMONSTRATION PROJECTS.-The Sec
retary shall conduct demonstration projects 
to test alternative approaches to coordinated 
open enrollments in different markets, in
cluding different annual enrollment periods 
and models of rolling open enrollment peri
ods. The Secretary may waive previous pro
visions of this section in order to carry out 
such projects.". 
SEC. 8002. MEDICARE CHOICE PROGRAM. 

(a) IN GENERAL.-Title XVIII is amended by 
redesignating part C as part D and by insert
ing after part B the following new part: 
"PART C-PROVISIONS RELATING TO MEDICARE 

CHOICE 
"REQUIREMENTS FOR MEDICARE CHOICE 

ORGANIZATIONS 
"SEC. 1851. (a) MEDICARE CHOICE ORGANIZA

TION DEFINED.-ln this part, subject to the 
succeeding provisions of this section, the 
term 'Medicare Choice organization' means a 
public or private entity that is certified 
under section 1857 as meeting the require
ments and standards of this part for such an 
organization. 

"(b) ORGANIZED AND LICENSED UNDER STATE 
LAW.-

"(l) IN GENERAL.-A Medicare Choice orga
nization shall be organized and licensed 
under State law to offer health insurance or 
health benefits coverage in each State in 
which it offers a Medicare Choice product. 

"(2) EXCEPTION FOR UNION AND TAFT-HART
LEY SPONSORS.-Paragraph (1) shall not apply 
to a Medicare Choice organization that is a 
union sponsor or Taft-Hartley sponsor (as de
fined in section 1852(c)(4)). 

"(3) EXCEPTION FOR PROVIDER-SPONSORED 
ORGANIZATIONS.-Subject to paragraph (5), 
paragraph (1) shall not apply to a Medicare 
Choice organization that is a provider-spon
sored organization (as defined in section 
1854(a)). 

"(4) EXCEPTION FOR QUALIFIED ASSOCIA
TIONS.-Paragraph (1) shall not apply to a 
Medicare Choice organization that is a quali
fied association (as defined in section 
1852(c)(4)(B)). 

"(5) LIMITATION.-Effective on and after 
January 1, 2000, paragraph (1) shall only 
apply (and paragraph (3) shall no longer 
apply) to a Medicare Choice organization in 
a State if the standards for licensure of the 
organization under the law of the State are 
identical to the standards established under 
section 1856(b ). 

"(c) PREPAID PAYMENT.-A Medicare 
Choice organization shall be compensated 
(except for deductibles, coinsurance, and co
payments) for the provision of health care 
services to enrolled members by a payment 
which is paid on a periodic basis without re
gard to the date the health care services are 
provided and which is fixed without regard 
to the frequency, extent, or kind of health 
care service actually provided to a member. 

"(d) ASSUMPTION OF FULL FINANCIAL 
RISK.-The Medicare Choice organization 
shall assume full financial risk on a prospec
tive basis for the provision of the health care 
services (other than hospice care) for which 
benefits are required to be provided under 
section 1852(a)(l), except that the organiza
tion-

"(1) may obtain insurance or make other 
arrangements for the cost of providing to 
any enrolled member such services the ag
gregate value of which exceeds $5,000 in any 
year, 

"(2) may obtain insurance or make other 
arrangements for the cost of such services 
provided to its enrolled members other than 
through the organization because medical 
necessity required their provision before 
they could be secured through the organiza
tion, 

"(3) may obtain insurance or make other 
arrangements for not more than 90 percent 
of the amount by which its costs for any of 
its fiscal years exceed 115 percent of its in
come for such fiscal year, and 

"(4) may make arrangements with physi
cians or other health professionals, health 
care institutions, or any combination of such 
individuals or institutions to assume all or 
part of the financial risk on a prospective 
basis for the provision of basic health serv
ices by the physicians or other health profes
sionals or through the institutions. 
In the case of a Medicare Choice organiza
tion that is a union sponsor or Taft-Hartley 
sponsor (as defined in section 1852(c)(4)) or a 
qualified association (as defined in section 
1852(c)(4)(B)), this subsection shall not apply 
with respect to Medicare Choice products of
fered by such organization and issued by an 
organization to which subsection (b)(l) ap
plies or by a provider-sponsored organization 
(as defined in section 1854(a)). 

"(e) PROVISION AGAINST RISK OF INSOL
VENCY.-

"(1) IN GENERAL.-Each Medicare Choice 
organization shall meet standards under sec
tion 1856 relating to the financial solvency 
and capital adequacy of the organization. 
Such standards shall take into account the 
nature and type of Medicare Choice products 
offered by the organization. 

"(2) TREATMENT OF TAFT-HARTLEY SPON
SORS.-An entity that is a Taft-Hartley spon
sor is deemed to meet the requirement of 
paragraph (1). 

"(3) TREATMENT OF CERTAIN QUALIFIED AS
SOCIATIONS.-An entity that is a qualified as
sociation is deemed to meet the requirement 
of paragraph (1) with respect to Medicare 
Choice products offered by such association 
and issued by an organization to which sub
section (b)(l) applies or by a provider-spon
sored organization. 

"(f) ORGANIZATIONS TREATED AS 
MEDICAREPLUS ORGANIZATIONS DURING TRAN
SITION.-Any of the following organizations 
shall be considered to qualify as a 
MedicarePlus organization for contract 
years beginning before January l, 1997: 

"(1) HEALTH MAINTENANCE ORGANIZA
TIONS.-An organization that is organized 
under the laws of any State and that is a 
qualified health maintenance organization 
(as defined in section 1310(d) of the Public 
Health Service Act), an organization recog
nized under State law as a health mainte
nance organization, or a similar organization 
regulated under State law for solvency in the 
same manner and to the same extent as such 
a health maintenance organization. 

"(2) LICENSED INSURERS.-An organization 
that is organized under the laws of any State 
and-

"(A) is licensed by a State agency as an in
surer for the offering of health benefit cov
erage, or 

"(B) is licensed by a State agency as a 
service benefit plan, 
but only for individuals residing in an area 
in which the organization is licensed to offer 
health insurance coverage. 

"(3) CURRENT RISK-CONTRACTORS.-An orga
nization that is an eligible organization (as 
defined in section 1876(b)) and that has a 
risk-sharing contract in effect under section 
1876 as of the date of the enactment of this 
section. 
"REQUIREMENTS RELATING TO BENEFITS, PRO

VISION OF SERVICES, ENROLLMENT, AND PRE
MIUMS 
"SEC. 1852. (a) BENEFITS COVERED.-
"(l) IN GENERAL.-Each Medicare Choice 

product offered under this part shall provide 
benefits for at least the items and services 
for which benefits are available under parts 
A and B consistent with the standards for 
coverage of such items and services applica
ble under this title. 

"(2) ORGANIZATION AS SECONDARY PAYER.
Notwithstanding any other provision of law, 
a Medicare Choice organization may (in the 
case of the provision of items and services to 
an individual under this part under cir
cumstances in which payment under this 
title is made secondary pursuant to section 
1862(b)(2)) charge or authorize the provider of 
such services to charge, in accordance with 
the charges allowed under such law or pol-
icy- · 

"(A) the insurance carrier, employer, or 
other entity which under such law, plan, or 
policy is to pay for the provision of such 
services, or 

"(B) such individual to the extent that the 
individual has been paid under such law, 
plan, or policy for such services. 

"(3) SATISFACTION OF REQUIREMENT.-A 
Medicare Choice product offered by a Medi
care Choice organization satisfies paragraph 
(1) with respect to benefits for items and 
services if the following requirements are 
met: 

"(A) FEE FOR SERVICE PROVIDERS.-In the 
case of benefits furnished through a provider 
that does not have a contract with the orga
nization, the product provides for at least 
the dollar amount of payment for such items 
and services as would otherwise be provided 
under parts A and B. 

"(B) PARTICIPATING PROVIDERS.-In . the 
case of benefits furnished through a provider 
that has such a contract, the individual's li
ability for payment for such items and serv
ices does not exceed (after taking into ac
count any deductible, which does not exceed 
any deductible under parts A and B) the less
er of the following: 

"(i) NON-MEDICARE CHOICE LIABILITY.-The 
amount of the liability that the individual 
would have had (based on the provider being 
a participating provider) if the individual 
had elected the non-Medicare Choice option. 

"(ii) MEDICARE COINSURANCE APPLIED TO 
PRODUCT PAYMENT RATES.-The applicable co
insurance or copayment rate (that would 
have applied under the non-Medicare Choice 
option) of the payment rate provided under 
the contract. 

"(b) ANTIDISCRIMINATION.-A Medicare 
Choice organization may not deny, limit, or 
con di ti on the coverage or provision of bene
fits under this part based on the health sta
tus, claims experience, receipt of health 
care, medical history, or lack of evidence of 
insurability, of an individual. 

"(c) GUARANTEED ISSUE AND RENEWAL.-
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"(1) IN GENERAL.-Except as provided in 

this subsection, a Medicare Choice organiza
tion shall provide that at any time during 
which elections are accepted under section 
1805 with respect to a Medicare Choice prod
uct offered by the organization, the organi
zation will accept without restrictions indi
viduals who are eligible to make such elec
tion. 

"(2) PRIORITY.-If the Secretary determines 
that a Medicare Choice organization, in rela
tion to a Medicare Choice product it offers, 
has a capacity limit and the number of eligi
ble individuals who elect the product under 
section 1805 exceeds the capacity limit, the 
organization may limit the election of indi
viduals of the product under such section but 
only if priority in election is provided-

"(A) first to such individuals as have elect
ed the product at the time of the determina
tion, and 

"(B) then to other such individuals in such 
a manner that does not discriminate among 
the individuals (who seek to elect the prod
uct) on a basis described in subsection (b). 

"(3) LIMITATION ON TERMINATION OF ELEC
TION.-

"(A) IN GENERAL.-Subject to subparagraph 
(B), a Medicare Choice organization may not 
for any reason terminate the election of any 
individual under section 1805 for a Medicare 
Choice product it offers. 

"(B) BASIS FOR TERMINATION OF ELECTION.
A Medicare Choice organization may termi
nate an individual's election under section 
1805 with respect to a Medicare Choice prod
uct it offers if-

"(i) any premiums required with respect to 
such product are not paid on a timely basis 
(consistent with standards under section 1856 
that provide for a grace period for late pay
ment of premiums), 

"(ii) the individual has engaged in disrup
tive behavior (as specified in such stand
ards), or 

"(iii) the product is terminated with re
spect to all individuals under this part. 
Any individual whose election is so termi
nated is deemed to have elected the Non
Medicare Choice option (as defined in section 
1805(a)(3)(A)). 

"(C) ORGANIZATION OBLIGATION WITH RE
SPECT TO ELhCTION FORMS.-Pursuant to a 
contract under section 1858, each Medicare 
Choice organization receiving an election 
form under section 1805(c)(2) shall transmit 
to the Secretary (at such time and in such 
manner as the Secretary may specify) a copy 
of such form or such other information re
specting the election as the Secretary may 
specify. 

"(4) SPECIAL RULES FOR LIMITED ENROLL
MENT MEDICARE CHOICE ORGANIZATIONS.

"(A) TAFT-HARTLEY SPONSORS.-
"(i) IN GENERAL.-Subject to subparagraph 

(D), a Medicare Choice organization that is a 
Taft-Hartley sponsor (as defined in clause 
(ii)) shall limit eligibility of enrollees under 
this part for Medicare Choice products it of
fers to individuals who are entitled to obtain 
benefits through such products under the 
terms of an applicable collective bargaining 
agreement. 

"(ii) TAFT-HARTLEY SPONSOR.-ln this part 
and section 1805, the term 'Taft-Hartley 
sponsor' means, in relation to a group health 
plan that is established or maintained by 
two or more employers or jointly by one or 
more employers and one or more employee 
organizations, the association, committee, 
joint board 6f trustees, or other similar 
group of representatives of parties who es
tablish or maintain the plan. 

"(B) QUALIFIED ASSOCIATIONS.-

"(i) IN GENERAL.-Subject to subparagraph 
(D), a Medicare Choice organization that is a 
qualified association (as defined in clause 
(iii)) shall limit eligibility of individuals 
under this part for products it offers to indi
viduals who are members of the association 
(or who are spouses of such individuals). 

"(ii) LIMITATION ON TERMINATION OF COV
ERAGE.-Such a qualifying association offer
ing a Medicare Choice product to an individ
ual may not terminate coverage of the indi
vidual on the basis that the individual is no 
longer a member of the association except 
pursuant to a change of election during an 
open election period occurring on or after 
the date of the termination of membership. 

"(iii) QUALIFIED ASSOCIATION.-ln this part 
and section 1805, the term 'qualified associa
tion' means an association, religious frater
nal organization, or other organization 
(which may be a trade, industry, or profes
sional association, a chamber of commerce, 
or a public entity association) that the Sec
retary finds-

"(!) has been formed for purposes other 
than the sale of any health insurance and 
does not restrict membership based on the 
health status, claims experience, receipt of 
health care, medical history, or lack of evi
dence of insurability, of an individual, 

"(II) does not exist solely or principally for 
the purpose of selling insurance, and 

"(Ill) has at least 1,000 individual members 
or 200 employer members. 
Such term includes a subsidiary or corpora
tion that is wholly owned by one or more 
qualified organizations. 

"(C) UNIONS.-
"(i) IN GENERAL.-Subject to subparagraph 

(D), a union sponsor (as defined in clause (ii)) 
shall limit eligibility of enrollees under this 
part for Medicare Choice products it offers to 
individuals who are members of the sponsor 
and affiliated with the sponsor through an 
employment relationship with any employer 
or are the spouses of such members. 

"(ii) UNION SPONSOR.-ln this part and sec
tion 1805, the term 'union sponsor' means an 
employee organization in relation to a group 
health plan that is established or maintained 
by the organization other than pursuant to a 
collective bargaining agreement. 

"(D) LIMITATION.-Rules of eligibility to 
carry out the previous subparagraphs of this 
paragraph shall not have the effect of deny
ing eligibility to individuals on the basis of 
health status, claims experience, receipt of 
health care, medical history, or lack of evi
dence of insurability. 

"(E) LIMITED ENROLLMENT MEDICARE 
CHOICE ORGANIZATION.-ln this part and sec
tion 1805, the term 'limited enrollment Medi
care Choice organization' means a Medicare 
Choice organization that is a union sponsor, 
a Taft-Hartley sponsor, or a qualified asso
ciation. 

"(F) EMPLOYER, ETC.-ln this paragraph, 
the terms 'employer', 'employee organiza
tion', and 'group health plan' have the mean
ings given such terms for purposes of part 6 
of subtitle B of title I of the Employee Re
tirement Income Security Act of 1974. 

"(d) SUBMISSION AND CHARGING OF PRE
MIUMS.-

"(1) IN GENERAL.-Each Medicare Choice 
organization shall file with the Secretary 
each year, in a form and manner and at a 
time specified by the Secretary-

"(A) the amount of the monthly premiums 
for coverage under each Medicare Choice 
product it offers under this part in each pay
ment area (as determined for purposes of sec
tion 1855) in which the product is being of
fered; and 

"(B) the enrollment capacity in relation to 
the product in each such area. 

"(2) AMOUNTS OF PREMIUMS CHARGED.-The 
amount of the monthly premium charged by 
a Medicare Choice organization for a Medi
care Choice product offered in a payment 
area to an individual under this part shall be 
equal to the amount (if any) by which-

"(A) the amount of the monthly premium 
for the product for the period involved, as es
tablished under paragraph (3) and submitted 
under paragraph (1), exceeds 

"(B) 1/i.2 of the annual Medicare Choice 
capitation rate specified in section 1855(b)(2) 
for the area and period involved. 

"(3) UNIFORM PREMIUM.-The premiums 
charged by a Medicare Choice organization 
under this part may not vary among individ
uals who reside in the same payment area. 

"(4) TERMS AND CONDITIONS OF IMPOSING 
PREMIUMS.-Each Medicare Choice organiza
tion shall permit the payment of monthly 
premiums on a monthly basis and may ter
minate election of individuals for a Medicare 
Choice product for failure to make premium 
payments only in accordance with sub
section (c)(3)(B). 

"(5) RELATION OF PREMIUMS AND COST-SHAR
ING TO BENEFITS.-ln no case may the portion 
of a Medicare Choice organization's premium 
rate and the actuarial value of its 
deductibles, coinsurance, and copayments 
charged (to the extent attributable to the 
minimum benefits described in subsection 
(a)(l) and not counting any amount attrib
utable to balance billing) to individuals who 
are enrolled under this part with the organi
zation exceed the actuarial value of the coin
surance and deductibles that would be appli
cable on the average to individuals enrolled 
under this part with the organization (or, if 
the Secretary finds that adequate data are 
not available to determine that actuarial 
value, the actuarial value of the coinsurance 
and deductibles applicable on the average to 
individuals in the area, in the State, or in 
the United States, eligible to enroll under 
this part with the organization, or other ap
propriate data) and entitled to benefits 
under part A and enrolled under part B if 
they were not members of a Medicare Choice 
organization. 

"(e) REQUIREMENT FOR ADDITIONAL BENE
FITS, PART B PREMIUM DISCOUNT REBATES, OR 
BOTH.-

"(l) REQUIREMENT.-
"(A) IN GENERAL.-Each Medicare Choice 

organization (in relation to a Medicare 
Choice product it offers) shall provide that if 
there is an excess amount (as defined in sub
paragraph (B)) for the product for a contract 
year, subject to the succeeding provisions of 
this subsection, the organization shall pro
vide to individuals such additional benefits 
(as the organization may specify), a mone
tary rebate (paid on a monthly basis) of the 
part B monthly premium, or a combination 
thereof, in an total value which is at least 
equal to the adjusted excess amount (as de
fined in subparagraph (C)). 

"(B) EXCESS AMOUNT.-For purposes of this 
paragraph, the 'excess amount', for an orga
nization for a product, is the amount (if any) 
by which-

"(i) the average of the capitation payments 
made to the organization under this part for 
the product at the beginning of contract 
year, exceeds 

"(ii) the actuarial value of the minimum 
benefits described in subsection (a)(l) under 
the product for individuals under this part, 
as determined based upon an adjusted com
munity rate described in paragraph (5) (as re
duced for the actuarial value of the coinsur
ance and deductibles under parts A and B). 
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"(C) ADJUSTED EXCESS AMOUNT.-For pur

poses of this paragraph, the 'adjusted excess 
amount', for an organization for a product, is 
the excess amount reduced to reflect any 
amount withheld and reserved for the orga
nization for the year under paragraph (3). 

"(D) UNIFORM APPLICATION.-This para
graph shall be applied uniformly for all en
rollees for a product in a service area. 

"(E) CONSTRUCTION.-Nothing in this sub
section shall be construed as preventing a 
Medicare Choice organization from providing 
health care benefits that are in addition to 
the benefits otherwise required to be pro
vided under this paragraph and from impos
ing a premium for such additional benefits. 

"(2) LIMITATION ON AMOUNT OF PART B PRE
MIUM DISCOUNT REBATE.-ln no case shall the 
amount of a part B premium discount rebate 
under paragraph (l)(A) exceed, with respect 
to a month, the amount of premiums im
posed under part B (not taking into account 
section 1839(b) (relating to penalty for late 
enrollment) or 1839(h) (relating to affluence 
testing)), for the individual for the month. 
Except as provided in the previous sentence, 
a Medicare Choice organization is not au
thorized to provide for cash or other mone
tary rebates as an inducement for enroll
ment or otherwise. 

"(3) STABILIZATION FUND.-A Medicare 
Choice organization may provide that a part 
of the value of an excess actuarial amount 
described in paragraph (1) be withheld and 
reserved in the Federal Hospital Insurance 
Trust Fund and in the Federal Supple
mentary Medical Insurance Trust Fund (in 
such proportions as the Secretary deter
mines to be appropriate) by the Secretary for 
subsequent annual contract periods, to the 
extent required to stabilize and prevent 
undue fluctuations in the additional benefits 
and rebates offered in those subsequent peri
ods by the organization in accordance with 
such paragraph. Any of such value of amount 
reserved which is not provided as additional 
benefits described in paragraph (l)(A) to in
dividuals electing the Medicare Choice prod
uct in accordance with such paragraph prior 
to the end of such periods, shall revert for 
the use of such trust funds. 

"(4) DETERMINATION BASED ON INSUFFICIENT 
DATA.-For purposes of this subsection, if the 
Secretary finds that there is insufficient en
rollment experience (including no enroll
ment experience in the case of a provider
sponsored organization) to determine an av
erage of the capitation payments to be made 
under this part at the beginning of a con
tract period, the Secretary may determine 
such an average based on the enrollment ex
perience of other contracts entered into 
under this part. 

"(5) ADJUSTED COMMUNITY RATE.-
"(A) IN GENERAL.-For purposes of this sub

section, subject to subparagraph (B), the 
term 'adjusted community rate' for a service 
or services means, at the election of a Medi
care Choice organization, either-

"(i) the rate of payment for that service or 
services which the Secretary annually deter
mines would apply to an individual electing 
a Medicare Choice product under this part if 
the rate of payment were determined under a 
'community rating system' (as defined in 
section 1302(8) of the Public Health Service 
Act, other than subparagraph (C)), or 

"(ii) such portion of the weighted aggre
gate premium, which the Secretary annually 
estimates would apply to such an individual, 
as the Secretary annually estimates is at
tributable to that service or services, 
but adjusted for differences between the uti
lization characteristics of the individuals 

electing coverage under this part and the 
utilization characteristics of the other en
rollees with the organization (or, if the Sec
retary finds that adequate data are not 
available to adjust for those differences, the 
differences between the utilization charac
teristics of individuals selecting other Medi
care Choice coverage, or individuals in the 
area, in the State, or in the United States, 
eligible to elect Medicare Choice coverage 
under this part and the utilization charac
teristics of the rest of the population in the 
area, in the State, or in the United States, 
respectively). 

"(B) SPECIAL RULE FOR PROVIDER-SPON
SORED ORGANIZATIONS.-ln the case of a Medi
care Choice organization that is a provider
sponsored organization, the adjusted commu
nity rate under subparagraph (A) for a Medi
care Choice product may be computed (in a 
manner specified by the Secretary) using 
data in the general commercial marketplace 
or (during a transition period) based on the 
costs incurred by the organization in provid
ing such a product. 

"(f) RULES REGARDING PHYSICIAN PARTICI
PATION.-

"(1) PROCEDURES.-Each Medicare Choice 
organization shall establish reasonable pro
cedures relating to the participation (under 
an agreement between a physician and the 
organization) of physicians under Medicare 
Choice products offered by the organization 
under this part. Such procedures shall in
clude-

"(A) providing notice of the rules regard
ing participation, 

"(B) providing written notice of participa
tion decisions that are adverse to physicians, 
and 

"(C) providing a process within the organi
zation for appealing adverse decisions, in
cluding the presentation of information and 
views of the physician regarding such deci
sion. 

"(2) CONSULTATION IN MEDICAL POLICIES.-A 
Medicare Choice organization shall consult 
with physicians who have entered into par
ticipation agreements with the organization 
regarding the organization's medical policy, 
quality, and medical management proce
dures. 

"(3) LIMITATIONS ON PHYSICIAN INCENTIVE 
PLANS.-

"(A) IN GENERAL.-Each Medicare Choice 
organization may not operate any physician 
incentive plan (as defined in subparagraph 
(B)) unless the following requirements are 
met: 

"(i) No specific payment is made directly 
or indirectly under the plan to a physician or 
physician group as an inducement to reduce 
or limit medically necessary services pro
vided with respect to a specific individual 
enrolled with the organization. 

"(ii) If the plan places a physician or phy
sician group at substantial financial risk (as 
determined by the Secretary) for services 
not provided by the physician or physician 
group, the organization-

"(!) provides stop-loss protection for the 
physician or group that is adequate and ap
propriate, based on standards developed by 
the Secretary that take into account the 
number of physicians placed at such substan
tial financial risk in the group or under the 
plan and the number of individuals enrolled 
with the organization who receive services 
from the physician or the physician group, 
and 

"(II) conducts periodic surveys of both in
dividuals enrolled and individuals previously 
enrolled with the organization to determine 
the degree of access of such individuals to 

services provided by the organization and 
satisfaction with the quality of such serv
ices. 

"(iii) The organization provides the Sec
retary with descriptive information regard
ing the plan, sufficient to permit the Sec
retary to determine whether the plan is in 
compliance with the requirements of this 
subparagraph. 

"(B) PHYSICIAN INCENTIVE PLAN DEFINED.
In this paragraph, the term 'physician incen
tive plan' means any compensation arrange
ment between a Medicare Choice organiza
tion and a physician or physician group that 
may directly or indirectly have the effect of 
reducing or limiting services provided with 
respect to individuals enrolled with the orga
nization under this part. 

"(4) EXCEPTION FOR CERTAIN FEE-FOR-SERV
ICE PLANS.-The previous provisions of this 
subsection shall not apply in the case of a 
Medicare Choice organization in relation to 
a Medicare Choice product if the organiza
tion does not have agreements between phy
sicians and the organization for the provi
sion of benefits under the product. 

"(g) PROVISION OF INFORMATION.-A Medi
care Choice organization shall provide the 
Secretary with such information on the or
ganization and each Medicare Choice product 
it offers as may be required for the prepara
tion of the information booklet described in 
section 1805(d)(3)(A). 

"(h) COORDINATED ACUTE AND LONG-TERM 
CARE BENEFITS UNDER A MEDICARE CHOICE 
PRODUCT.-Nothing in this part shall be con
strued as preventing a State from coordinat
ing benefits under its medicaid program 
under title XIX with those provided under a 
Medicare Choice product in a manner that 
assures continuity of a full-range of acute 
care and long-term care services to poor el
derly or disabled individuals eligible for ben
efits under this title and under such pro
gram. 

"PATIENT PROTECTION STANDARDS 
"SEC. 1853. (a) DISCLOSURE TO ENROLLEES.

A Medicare Choice organization shall dis
close in clear, accurate, and standardized 
form, information regarding all of the fol
lowing for each Medicare Choice product it 
offers: 

"(1) Benefits under the Medicare Choice 
product offered, including exclusions from 
coverage. 

"(2) Rules regarding prior authorization or 
other review requirements that could result 
in nonpayment. 

"(3) Potential liability for cost-sharing for 
out-of-network services. 

"(4) The number, mix, and distribution of 
participating providers. 

"(5) The financial obligations of the en
rollee, including premiums, deductibles, co
payments, and maximum limits on out-of
pocket losses for items and services (both in 
and out of network). 

"(6) Statistics on enrollee satisfaction with 
the product and organization, including 
rates of reenrollment. 

"(7) Enrollee rights and responsibilities, 
including the grievance process provided 
under subsection (f). 

"(8) A statement that the use of the 911 
emergency telephone number is appropriate 
in emergency situations and an explanation 
of what constitutes an emergency situation. 

"(9) A description of the organization's 
quality assurance program under subsection 
(d). 
Such information shall be disclosed to each 
enrollee under this part at the time of en
rollment and at least annually thereafter. 

"(b) ACCESS TO SERVICES.-
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"(l) IN GENERAL.-A Medicare Choice orga

nization offering a Medicare Choice product 
may restrict the providers from whom the 
benefits under the product are provided so 
long as-

"(A) the organization makes such benefits 
available and accessible to each individual 
electing the product within the product serv
ice area with reasonable promptness and in a 
manner which assures continuity in the pro
vision of benefits; 

" (B) when medically necessary the organi
zation makes such benefits available and ac
cessible 24 hours a day and 7 days a week; 

"(C) the product provides for reimburse
ment with respect to services which are cov
ered under subparagraphs (A) and (B) and 
which are provided to such an individual 
other than through the organization, if-

"(i) the services were medically necessary 
and immediately required because of an un
foreseen illness, injury, or condition, and 

"(ii) it was not reasonable given the cir
cumstances to obtain the services through 
the organization; and 

"(D) coverage is provided for emergency 
services (as defined in paragraph (5)) without 
regard to prior authorization or the emer
gency care provider's contractual relation
ship with the organization. 

"(2) MINIMUM PAYMENT LEVELS WHERE PRO
VIDING POINT-OF-SERVICE COVERAGE.-If a 
Medicare Choice product provides benefits 
for items and services (not described in para
graph (l)(C)) through a network of providers 
and also permits payment to be made under 
the product for such i terns and services not 
provided through such a network, the pay
ment level under the product with respect to 
such items and services furnished outside the 
network shall be at least 70 percent. (or, if 
the effective cost-sharing rate is 50 percent, 
at least 35 percent) of the lesser of-

"(A) the payment basis (determined with
out regard to deductibles and cost-sharing) 
that would have applied for such items and 
services under parts A and B, or 

"(B) the amount charged by the entity fur
nishing such items and services. 

"(3) PROTECTION OF ENROLLEES FOR CERTAIN 
OUT-OF-NETWORK SERVICES.-

" (A) PARTICIPATING PROVIDERS.-ln ·the 
case of physicians' services or renal dialysis 
services described in subparagraph (C) which 
are furnished by a participating physician or 
provider of services or renal dialysis facility 
to an individual enrolled with a Medicare 
Choice organization under this section, the 
applicable participation agreement is 
deemed to provide that the physician or pro
vider of services or renal dialysis facility 
will accept as payment in full from the orga
nization the amount that would be payable 
to the physician or provider of services or 
renal dialysis facility under part B and from 
the individual under such part, if the individ
ual were not enrolled with such an organiza
tion under this part. 

" (B) NONPARTICIPATING PROVIDERS.-ln the 
case of physicians' services described in sub
paragraph (C) which are furnished by a non
participating physician, the limitations on 
actual charges for such services otherwise 
applicable under part B (to services fur
nished by individuals not enrolled with a 
Medicare Choice organization under this sec
tion) shall apply in the same manner as such 
limitations apply to services furnished to in
dividuals not enrolled with such an organiza
tion. 

"(C) SERVICES DESCRIBED.-The physicians' 
services or renal dialysis services described 
in this subparagraph are physicians' services 
or renal dialysis services which are furnished 

to an enrollee of a Medicare Choice organiza
t ion under this part by a physician, provider 
of services, or renal dialysis facility who is 
not under a contract with the organization. 

"(4) PROTECTION FOR NEEDED SERVICES.-A 
Medicare Choice organization that provides 
covered services through a network of pro
viders shall provide coverage of services pro
vided by a provider that is not part of the 
network if the service cannot be provided by 
a provider that is part of the network and 
the organization authorized the service di
rectly or through referral by the primary 
care physician who is designated by the or
ganization for the individual involved. 

"(5) EMERGENCY SERVICES.-ln this sub
section, the term 'emergency services' 
means-

"(A) health care items and services fur
nished in the emergency department of a 
hospital, and 

"(B) ancillary services routinely available 
to such department, 
to the extent they are required to evaluate 
and treat an emergency medical condition 
(as defined in paragraph (6)) until the condi
tion is stabilized. 

"(6) EMERGENCY MEDICAL CONDITION.-ln 
paragraph (5), the term 'emergency medical 
condition' means a medical condition, the 
onset of which is sudden, that manifests it
self by symptoms of sufficient severity, in
cluding severe pain, that a prudent 
layperson, who possesses an average knowl
edge of health and medicine, could reason
ably expect the absence of immediate medi
cal attention to result in-

"(A) placing the person's health in serious 
jeopardy, 

"(B) serious impairment to bodily func
tions, or 

"(C) serious dysfunction of any bodily 
organ or part. 

"(7) PROTECTION AGAINST BALANCE BILL
ING.-The limitations on billing that apply 
to a provider (including a physician) under 
parts A and B in the case of an individual 
electing the non-Medicare Choice option 
shall apply to an individual who elects the 
Medicare Choice option in the case of any 
provider that (under the Medicare Choice op
tion) may bill the enrollee directly for for 
services. 

"(c) CONFIDENTIALITY AND ACCURACY OF EN
ROLLEE RECORDS.-Each Medicare Choice or
ganization shall establish procedures-

"(!) to safeguard the privacy of individ
ually identifiable enrollee information, and 

" (2) to maintain accurate and timely medi
cal records for enrollees. 

"(d) QUALITY ASSURANCE PROGRAM.-
"(!) IN GENERAL.-Each Medicare Choice 

organization must have arrangements, estab
lished in accordance with regulations of the 
Secretary, for an ongoing quality assurance 
program for health care services it provides 
to such individuals. 

"(2) ELEMENTS OF PROGRAM.-The quality 
assurance program shall-

" (A) stress health outcomes; 
"(B) provide for the establishment of writ

ten protocols for utilization review, based on 
current standards of medical practice; 

"(C) provide review by physicians and 
other health care professionals of the process 
followed in the provision of such health care 
services; 

"(D) monitors and evaluates high volume 
and high risk services and the care of acute 
and chronic conditions; 

"(E) evaluates the continuity and coordi
nation of care that enrollees receive; 

" (F) has mechanisms to detect both under
utilization and overutilization of services; 

" (G) after identifying areas for improve
ment, establishes or alters practice param
eters; 

"(H) takes action to improve quality and 
assesses the effectiveness of such action 
through systematic follow-up; 

"(I) makes available information on qual
ity and outcomes measures to facilitate ben
eficiary comparison and choice of health 
coverage options (in such form and on such 
quality and outcomes measures as the Sec
retary determines to be appropriate); 

"(J) is evaluated on an ongoing basis as to 
its effectiveness; and 

"(K) provide for external accreditation or 
review, by a utilization and quality control 
peer review organization under part B of 
title XI or other qualified independent re
view organization, of the quality of services 
furnished by the organization meets profes
sionally recognized standards of health care 
(including providing adequate access of en
rollees to services). 

"(3) EXCEPTION FOR CERTAIN FEE-FOR-SERV
ICE PLANS.-Paragraph (1) and subsection 
(c)(2) shall not apply in the case of a Medi
care Choice organization in relation to a 
Medicare Choice product to the extent the 
organization provides for coverage of bene
fits without restrictions relating to utiliza
tion and without regard to whether the pro
vider has a contract or other arrangement 
with the plan for the provision of such bene
fits. 

"(4) TREATMENT OF ACCREDITATION.-The 
Secretary shall provide that a Medicare 
Choice organization is deemed to meet the 
requirements of paragraphs (1) and (2) of this 
subsection and subsection (c) if the organiza
tion is accredited (and periodically reaccred
ited) by a private organization under a proc
ess that the Secretary has determined 
assures that the organization meets stand
ards that are no less stringent than the 
standards established under section 1856 to 
carry out this subsection and subsection (c). 

"(e) COVERAGE DETERMINATIONS.-
"(!) DECISIONS ON NONEMERGENCY CARE.-A 

Medicare Choice organization shall make de
terminations regarding authorization re
quests for nonemergency care on a timely 
basis, depending on the urgency of the si tua
tion. 

"(2) APPEALS.-
"(A) IN GENERAL.-Appeals from a deter

mination of an organization denying cov
erage shall be decided within 30 days of the 
date of receipt of medical information, but 
not later than 60 days after the date of the 
decision. 

" (B) PHYSICIAN DECISION ON CERTAIN AP
PEALS.-Appeal decisions relating to a deter
mination to deny coverage based on a lack of 
medical necessity shall be made only by a 
physician. 

"(C) EMERGENCY CASES.-Appeals from 
such a determination involving a life-threat
ening or emergency situation shall be de
cided on an expedited basis. 

" (f) GRIEVANCES AND APPEALS.-
" (!) GRIEVANCE MECHANISM.-Each Medi

care Choice organization must provide mean
ingful procedures for hearing and resolving 
grievances between the organization (includ
ing any entity or individual through which 
the organization provides health care serv
ices) and enrollees under this part. 

"(2) APPEALS.-An enrollee with an organi
zation under this part who is dissatisfied by 
reason of the enrollee's failure to receive any 
health service to which the enrollee believes 
the enrollee is entitled and at no greater 
charge than the enrollee believes the en
rollee is required to pay is entitled, if the 
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amount in controversy is $100 or more, to a 
hearing before the Secretary to the same ex
tent as is provided in section 205(b), and in 
any such hearing the Secretary shall make 
the organization a party. If the amount in 
controversy is $1,000 or more, the individual 
or organization shall, upon notifying the 
other party, be entitled to judicial review of 
the Secretary's final decision as provided in 
section 205(g), and both the individual and 
the organization shall be entitled to be par
ties to that judicial review. In applying sec
tions 205(b) and 205(g) as provided in this sub
paragraph, and in applying section 205(1) 
thereto, any reference therein to the Com
missioner of Social Security or the Social 
Security Administration shall be considered 
a reference to the Secretary or the Depart
ment of Health and Human Services, respec
tively. 

"(3) COORDINATION WITH SECRETARY OF 
LABOR.-The Secretary shall consult with the 
Secretary of Labor so as to ensure that the 
requirements of this subsection, as they 
apply in the case of grievances referred to in 
paragraph (1) to which section 503 of the Em
ployee Retirement Income Security Act of 
1974 applies, are applied in a manner consist
ent with the requirements of such section 
503. 

"(g) INFORMATION ON ADVANCE DIREC
TIVES.-Each Medicare Choice organization 
shall meet the requirement of section 1866(f) 
(relating to maintaining written policies and 
procedures respecting advance directives). 

"(h) APPROVAL OF MARKETING MATE
RIALS.-

"(l) SUBMISSION.-Each Medicare Choice 
organization may not distribute marketing 
materials unless-

"(A) at least 45 days before the date of dis
tribution the organization has submitted the 
material to the Secretary for review, and 

"(B) the Secretary has not disapproved the 
distribution of such material. 

"(2) REVIEW.-The standards established 
under section 1856 shall include guidelines 
for the review of all such material submitted 
and under such guidelines the Secretary 
shall disapprove such material if the mate
rial is materially inaccurate or misleading 
or otherwise makes a material misrepresen
tation. 

"(3) DEEMED APPROVAL (1-STOP SHOPPING).
ln the case of material that is submitted 
under paragraph (l)(A) to the Secretary or a 
regional office of the Department of Health 
and Human Services and the Secretary or 
the office has not disapproved the distribu
tion of marketing materials under paragraph 
(l)(B) with respect to a Medicare Choice 
product in an area, the Secretary is deemed 
not to have disapproved such distribution in 
all other areas covered by the product and 
organization. 

"(4) PROHIBITION OF CERTAIN MARKETING 
PRACTICES.-Each Medicare Choice organiza
tion shall conform to fair marketing stand
ards in relation to Medicare Choice products 
offered under this part, included in the 
standards established under section 1856. 
Such standards shall include a prohibition 
against an organization (or agent of such an 
organization) completing any portion of any 
election form under section 1805 on behalf of 
any individual. 

"(i) ADDITIONAL STANDARDIZED INFORMA
TION ON QUALITY, OUTCOMES, AND OTHER FAC
TORS.-

"(1) IN GENERAL.-In addition to any other 
information required to be provided under 
this part, each Medicare Choice organization 
shall provide the Secretary (at a time, not 
less frequently than annually, and in an elec-

tronic, standardized form and manner speci
fied by the Secretary) such information as 
the Secretary determines to be necessary, 
consistent with this part, to evaluate the 
performance of the organization in providing 
benefits to enrollees. 

"(2) INFORMATION TO BE INCLUDED.-Subject 
to paragraph (3), information to be provided 
under this subsection shall include at least 
the following: 

"(A) Information on the characteristics of 
enrollees that may affect their need for or 
use of health services and the determination 
of risk-adjusted payments under section 1855. 

"(B) Information on the types of treat
ments and outcomes of treatments with re
spect to the clinical health, functional sta
tus, and well-being of enrollees. 

"(C) Information on health care expendi
tures and the volume and prices of proce
dures. 

"(D) Information on the flexibility per
mitted by plans to enrollees in their selec
tion of providers. 

"(3) SPECIAL TREATMENT.-The Secretary 
may waive the provision of such information 
under paragraph (2), or require such other in
formation, as the Secretary finds appro
priate in the case of a newly established 
Medicare Choice organization for which such 
information is not available. 

"(j) DEMONSTRATION PROJECTS.-The Sec
retary shall provide for demonstration 
projects to determine the effectiveness, cost, 
and impact of alternative methods of provid
ing comparative information about the per
formance of Medicare Choice organizations 
and products and the performance of Medi
care supplemental policies in relation to 
such products. Such projects shall include 
information about health care outcomes re
sulting from coverage under different prod
ucts and policies. 

''PROVIDER-SPONSORED ORGANIZATIONS 
"SEC. 1854. (a) PROVIDER-SPONSORED ORGA

NIZATION DEFINED.-
"(!) IN GENERAL.-In this part, the term 

'provider-sponsored organization' means a 
public or private entity that (in accordance 
with standards established under subsection 
(b)) is a provider, or group of affiliated pro
viders, that provides a substantial propor
tion (as defined by the Secretary under such 
standards) of the health care items and serv
ices under the contract under this part di
rectly through the provider or affiliated 
group of providers. 

"(2) SUBSTANTIAL PROPORTION.-In defining 
what is a 'substantial proportion• for pur
poses of paragraph (1), the Secretary-

"(A) shall take into account the need for 
such an organization to assume responsibil
ity for a substantial proportion of services in 
order to assure financial stability and the 
practical difficulties in such an organization 
integrating a very wide range of service pro
viders; and 

"(B) may vary such proportion based upon 
relevant differences among organizations, 
such as their location in an urban or rural 
area. 

"(3) AFFILIATION.-For purposes of this 
subsection, a provider is 'affiliated' with an
other provider if, through contract, owner
ship, or otherwise-

"(A) one provider, directly or indirectly, 
controls, is controlled by, or is under com
mon control with the other, 

"(B) each provider is a participant in a 
lawful combination under which each pro
vider shares, directly or indirectly, substan
tial financial risk in connection with their 
operations, 

"(C) both providers are part of a controlled 
group of corporations under section 1563 of 
the Internal Revenue Code of 1986, or 

"(D) both providers are part of an affiliated 
service group under section 414 of such Code. 

"(4) CONTROL.-For purposes of paragraph 
(3), control is presumed to exist if one party, 
directly or indirectly, owns, controls, or 
holds the power to vote, or proxies for, not 
less than 51 percent of the voting rights or 
governance rights of another. 

"(b) PREEMPTION OF STATE INSURANCE LI
CENSING REQUIREMENTS.-

"(!) IN GENERAL.-This section supersedes 
any State law which-

"(A) requires that a provider-sponsored or
ganization meet requirements for insurers of 
health services or health maintenance orga
nizations doing business in the State with 
respect to initial capitalization and estab
lishment of financial reserves against insol
vency, or 

"(B) imposes requirements that would have 
the effect of prohibiting the organization 
from complying with the applicable require
ments of this part, 
insofar as such the law applies to individuals 
enrolled with the organization under this 
part. 

"(2) ExCEPTION FOR IDENTICAL STAND
ARDS.-Paragraph (1) shall not apply with re
spect to any State law to the extent that 
such law provides the application of stand
ards that are identical to the standards es
tablished for provider-sponsored organiza
tions under this part. 

"(3) CONSTRUCTION.-Nothing in this sub
section shall be construed as affecting the 
operation of section 514 of the Employee Re
tirement Income Security Act of 1974. 

"PAYMENTS TO MEDICARE CHOICE 
ORGANIZATIONS 

"SEC. 1855. (a) PAYMENTS.-
"(!) IN GENERAL.-Under a contract under 

section 1858 the Secretary shall pay to each 
Medicare Choice organization, with respect 
to coverage of an individual under this part 
in a payment area for a month, an amount 
equal to the monthly adjusted Medicare 
Choice capitation rate (as provided under 
subsection (b)) with respect to that individ
ual for that area. 

"(2) ANNUAL ANNOUNCEMENT.-The Sec
retary shall annually determine, and shall 
announce (in a manner intended to provide 
notice to interested parties) not later than 
September 7 before the calendar year con
cerned-

"(A) the annual Medicare Choice capita
tion rate for each payment area for the year, 
and 

"(B) the factors to be used in adjusting 
such rates under subsection (b) for payments 
for months in that year. 

"(3) ADVANCE NOTICE OF METHODOLOGICAL 
CHANGES.-At least 45 days before making 
the announcement under paragraph (2) for a 
year, the Secretary shall provide for notice 
to Medicare Choice organizations of proposed 
changes to be made in the methodology or 
benefit coverage assumptions from the meth
odology and assumptions used in the pre
vious announcement and shall provide such 
organizations an opportunity to comment on 
such proposed changes. 

"(4) EXPLANATION OF ASSUMPTIONS.-In 
each announcement made under paragraph 
(2) for a year, the Secretary shall include an 
explanation of the assumptions (including 
any benefit coverage assumptions) and 
changes in methodology used in the an
nouncement in sufficient detail so that Med
icare Choice organizations can compute 
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monthly adjusted Medicare Choice capita
tion rates for classes of individuals located 
in each payment area which is in whole or in 
part within the service area of such an orga
nization. 

" (b) MONTHLY ADJUSTED MEDICARE CHOICE 
CAPITATION RATE.-

"(l) IN GENERAL.-For purposes of this sec
tion, the 'monthly adjusted Medicare Choice 
capitation rate' under this subsection, for a 
month in a year for an individual in a pay
ment area (specified under paragraph (3)) and 
in a class (established under paragraph (4)), 
is 1/ 12 of the annual Medicare Choice capita
tion rate specified in paragraph (2) for that 
area for the year, adjusted to reflect the ac
tuarial value of benefits under this title with 
respect to individuals in such class compared 
to the national average for individuals in all 
classes. 

"(2) ANNUAL MEDICARE CHOICE CAPITATION 
RATES.-

" (A) IN GENERAL.-For purposes of this sec
tion, the annual Medicare Choice capitation 
rate for a payment area for a year is equal to 
the annual Medicare Choice capitation rate 
for the area for the previous year (or, in the 
case of 1996, the average annual per capita 
rate of payment described in section 
1876(a)(l)(C) for the area for 1995) increased 
by the per capita growth rate for that area 
and year (as determined under subsection 
(c)). 

"(B) SPECIAL RULES FOR 1996.-
"(i) FLOOR AT 85 PERCENT OF NATIONAL AV

ERAGE.-ln no case shall the annual Medicare 
Choice capitation rate for a payment area 
for 1996 be less than 85 percent of the na
tional average of such rates for such year for 
all payment areas (weighted to reflect the 
number of Medicare beneficiaries in each 
such area). 

"(ii) REMOVAL OF MEDICAL EDUCATION AND 
DISPROPORTIONATE SHARE HOSPITAL PAYMENTS 
FROM CALCULATION OF ADJUSTED AVERAGE PER 
CAPITA COST.-ln determining the annual 
Medicare Choice capitation rate for 1996, the 
average annual per capita rate of payment 
described in section 1876(a)(l)(C) for 1995 
shall be determined as though the Secretary 
had excluded from such rate any amounts 
which the Secretary estimated would have 
been payable under this title during the year 
for-

"(!) payment adjustments under section 
1886(d)(5)(F) for hospitals serving a dis
proportionate share of low-income patients; 
and 

"(II) the indirect costs of medical edu
cation under section 1886(d)(5)(B) or for di
rect graduate medical education costs under 
section 1886(h). 

" (3) PAYMENT AREA DEFINED.-
"(A) IN GENERAL.-ln this section, the term 

'payment area' means-
"(i) a metropolitan statistical area, or 
"(ii) all areas of a State outside of such an 

area. 
"{B) SPECIAL RULE FOR ESRD BENE

FICIARIES.-Such term means, in the case of 
the population group described in paragraph 
(5)(C), each State. 

"(4) CLASSES.-
"(A) IN GENERAL.-For purposes of this sec

tion, the Secretary shall define appropriate 
classes of enrollees, consistent with para
graph (5), based on age, gender, welfare sta
tus, institutionalization, and such other fac
tors as the Secretary determines to be appro
priate, so as to ensure actuarial equivalence. 
The Secretary may add to, modify, or sub
stitute for such classes, if such changes will 
improve the determination of actuarial 
equivalence. 

" (B) RESEARCH.-The Secretary shall con
duct such research as may be necessary to 
provide for greater accuracy in the adjust
ment of capitation rates under this sub
section. Such research may include research 
into the addition or modification of classes 
under subparagraph (A). The Secretary shall 
submit to Congress a report on such research 
by not later than January 1, 1997. 

"(5) DIVISION OF MEDICARE POPULATION.-ln 
carrying out paragraph (4) and this section, 
the Secretary shall recognize the following 
separate population groups: 

" (A) AGED.-lndividuals 65 years of age or 
older who are not described in subparagraph 
(C). 

"(B) DISABLED.-Disabled individuals who 
are under 65 years of age and not described in 
subparagraph (C). 

"(C) INDIVIDUALS WITH END STAGE RENAL 
DISEASE.-lndividuals who are determined to 
have end stage renal disease. 

"(c) PER CAPITA GROWTH RATES.
"(l) FOR 1996.-
"{A) IN GENERAL.-For purposes of this sec

tion and subject to subparagraph (B), the per 
capita growth rates for 1996, for a payment 
area assigned to a service utilization cohort 
under subsection (d), shall be the following: 

" {i) BELOW AVERAGE SERVICE UTILIZATION 
COHORT.-For areas assigned to the below av
erage service utilization cohort, 10.0 percent. 

" (ii) ABOVE AVERAGE SERVICE UTILIZATION 
COHORT.-For areas assigned to the above av
erage service utilization cohort, 5.6 percent. 

" (iii) HIGHEST SERVICE UTILIZATION CO-
HORT.-For areas assigned to the highest 
service utilization cohort, 3.2 percent. 

" (B) BUDGET NEUTRAL ADJUSTMENT.-The 
Secretary shall adjust the per capita growth 
rates specified in subparagraph (A) for all 
the areas by such uniform factor as may be 
necessary to assure that the total capitation 
payments under this section during 1996 are 
the same as the amount such payments 
would have been if the per capita growth 
rate for all such areas for 1996 were equal to 
the national average per capita growth rate, 
specified in paragraph (3) for 1996. 

"(2) FOR SUBSEQUENT YEARS.-
"(A) IN GENERAL.-For purposes of this sec

tion and subject to subparagraph (B), the 
Secretary shall compute a per capita growth 
rate for each year after 1996, for each pay
ment area as assigned to a service utilization 
cohort under subsection (d), consistent with 
the following rules: 

" (i) BELOW AVERAGE SERVICE UTILIZATION 
COHORT SET AT 143 PERCENT OF NATIONAL AVER
AGE PER CAPITA GROWTH RATE.-The per cap
ita growth rate for areas assigned to the 
below average service utilization cohort for 
the year shall be 143 percent of the national 
average per capita growth rate for the year 
(as specified under paragraph (3)). 

"(ii) ABOVE AVERAGE SERVICE UTILIZATION 
COHORT SET AT 80 PERCENT OF NATIONAL AVER
AGE PER CAPITA GROWTH RATE.-The per cap
ita growth rate for areas assigned to the 
above average service utilization cohort for 
the year shall be 80 percent of the national 
average per capita growth rate for the year. 

"(iii) HIGHEST SERVICE UTILIZATION COHORT 
SET AT 40 PERCENT OF NATIONAL AVERAGE PER 
CAPITA GROWTH RATE.-The per capita growth 
rate for areas assigned to the highest service 
utilization cohort for the year shall be 40 
percent of the national average per capita 
growth rate for the year. 

" (B) AVERAGE PER CAPITA GROWTH RATE AT 
NATIONAL AVERAGE TO ASSURE BUDGET NEU
TRALITY.-The Secretary shall compute per 
capita growth rates for a year under sub
paragraph (A) in a manner so that the 

weighted average per capita growth rate for 
all areas for the year (weighted to reflect the 
number of medicare beneficiaries in each 
area) is equal to the national average per 
capita growth rate under paragraph (3) for 
the year. 

"(3) NATIONAL AVERAGE PER CAPITA GROWTH 
RATES.-ln this subsection, the 'national av
erage per capita growth rate' for-

"(A) 1996 is 7.0 percent, 
"(B) 1997 is 6.5 percent, 
"(C) 1998 is 6.5 percent, 
"(D) 1999 is 6.5 percent, 
"(E) 2000 is 6.5 percent, 
"(F) 2001 is 6.5 percent, 
"(G) 2002 is 6.0 percent, and 
"(H) each subsequent year is 6.0 percent. 
"(d) ASSIGNMENT OF PAYMENT AREAS TO 

SERVICE UTILIZATION COHORTS.-
"(l) IN GENERAL.-For purposes of deter

mining per capita growth rates under sub
section (c) for areas for a year, the Secretary 
shall assign each payment area to a service 
utilization cohort (based on the service utili
zation index value for that area determined 
under paragraph (2)) as follows: 

"(A) BELOW AVERAGE SERVICE UTILIZATION 
COHORT.-Areas with a service utilization 
index value of less than 1.00 shall be assigned 
to the below average service utilization co
hort. 

"(B) ABOVE AVERAGE SERVICE UTILIZATION 
COHORT.-Areas with a service utilization 
index value of at least 1.00 but less than 1.20 
shall be assigned to the above average serv
ice utilization cohort. 

"(C) HIGHEST SERVICE UTILIZATION CO
HORT.-Areas with a service utilization index 
value of at least 1.20 shall be assigned to the 
highest service utilization cohort. 

" (2) DETERMINATION OF SERVICE UTILIZATION 
INDEX VALUES.-ln order to determine the per 
capita growth rate for a payment area for 
each year (beginning with 1996), the Sec
retary shall determine for such area and 
year a service utilization index value, which 
is equal to-

"(A) the annual Medicare Choice capita
tion rate under this section for the area for 
the year in which the determination is made 
(or, in the case of 1996, the average annual 
per capita rate of payment (described in sec
tion 1876(a)(l)(C)) for the area for 1995); di
vided by 

"(B) the input-price-adjusted annual na
tional Medicare Choice capitation rate (as 
determined under paragraph (3)) for that 
area for the year in which the determination 
is made. 

" (3) DETERMINATION OF INPUT-PRICE-AD
JUSTED RATES.-

"(A) IN GENERAL.-For purposes of para
graph (2), the 'input-price-adjusted annual 
national Medicare Choice capitation rate' for 
a payment area for a year is equal to the 
sum, for all the types of medicare services 
(as classified by the Secretary), of the prod
uct (for each such type) of-

"(i) the national standardized Medicare 
Choice capitation rate (determined under 
subparagraph (B)) for the year, 

" (ii) the proportion of such rate for the 
year which is attributable to such type of 
services, and 

"(iii) an index that reflects (for that year 
and that type of services) the relative input 
price of such services in the area compared 
to the national average input price of such 
services. 
In applying clause (iii), the Secretary shall, 
subject to subparagraph (C), apply those in
dices under this title that are used in apply
ing (or updating) national payment rates for 
specific areas and localities. 
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"(B) NATIONAL STANDARDIZED MEDICARE 

CHOICE CAPITATION RATE.-ln this paragraph, 
the 'national standardized Medicare Choice 
capitation rate' for a year is equal to--

"(i) the sum (for all payment areas) of the 
product of (I) the annual Medicare Choice 
capitation rate for that year for the area 
under subsection (b)(2), and (II) the average 
number of medicare beneficiaries residing in 
that area in the year; divided by 

"(ii) the total average number of medicare 
beneficiaries residing in all the payment 
areas for that year. 

"(C) SPECIAL RULES FOR 1996.-ln applying 
this paragraph for 1996---

"(i) medicare services shall be divided into 
2 types of services: part A services and part 
B services; 

"(ii) the proportions described in subpara
graph (A)(ii) for such types of services shall 
be-

"(I) for part A services, the ratio (ex
pressed as a percentage) of the average an
nual per capita rate of payment for the area 
for part A for 1995 to the total average an
nual per capita rate of payment for the area 
for parts A and B for 1995, and 

" (II) for part B services, 100 percent minus 
the ratio described in subclause (I); 

"(iii) for the part A services, 70 percent of 
payments attributable to such services shall 
be adjusted by the index used under section 
1886(d)(3)(E) to adjust payment rates for rel
ative hospital wage levels for hospitals lo
cated in the payment area involved; 

"(iv) for part B services-
"(!) 66 percent of payments attributable to 

such services shall be adjusted by the index 
of the geographic area factors under section 
1848(e) used to adjust payment rates for phy
sicians' services furnished in the payment 
area, and 

"(II) of the remaining 34 percent of the 
amount of such payments, 70 percent shall be 
adjusted by the index described in clause 
(iii); 

"(v) the index values shall be computed 
based only on the beneficiary population de
scribed in subsection (b)(5)(A). 
The Secretary may continue to apply the 
rules described in this subparagraph (or simi
lar rules) for 1997. 

"(e) PAYMENT PROCESS.-
"(!) IN GENERAL.-Subject to section 

1859(f), the Secretary shall make monthly 
payments under this section in advance and 
in accordance with the rate determined 
under subsection (a) to the plan for each in
dividual enrolled with a Medicare Choice or
ganization under this part. 

" (2) ADJUSTMENT TO REFLECT NUMBER OF 
ENROLLEES.-

"(A) IN GENERAL.-The amount of payment 
under this subsection may be retroactively 
adjusted to take into account any difference 
between the actual number of individuals en
rolled with an organization under this part 
and the number of such individuals esti
mated to be so enrolled in determining the 
amount of the advance payment. 

" (B) SPECIAL RULE FOR CERTAIN ENROLL
EES.-

"(i) IN GENERAL.-Subject to clause (ii) , the 
Secretary may make . retroactive adjust
ments under subparagraph (A) to take into 
account individuals enrolled during the pe
riod beginning on the date on which the indi
vidual enrolls with a Medicare Choice orga
nization under a product operated, spon
sored, or contributed to by the individual's 
employer or former employer (or the em
ployer or former employer of the individual's 
spouse) and ending on the date on which the 
individual is enrolled in the organization 

under this part, except that for purposes of 
making such retroactive adjustments under 
this subparagraph, such period may not ex
ceed 90 days. 

"(ii) EXCEPTION.-No adjustment may be 
made under clause (i) with respect to any in
dividual who does not certify that the orga
nization provided the individual with the dis
closure statement described in section 
1853(a) at the time the individual enrolled 
with the organization. 

" (f) PAYMENTS FROM TRUST FUND.-The 
payment to a Medicare Choice organization 
under this section for individuals enrolled 
under this part with the organization, and 
payments to a Medicare Choice MSA under 
subsection (f)(l)(B), shall be made from the 
Federal Hospital Insurance Trust Fund and 
the Federal Supplementary Medical Insur
ance Trust Fund in such proportion as the 
Secretary determines reflects the relative 
weight that benefits under part A and under 
part B represents of the actuarial value of 
the total benefits under this title. 

"(g) SPECIAL RULE FOR CERTAIN INPATIENT 
HOSPITAL STAYS.-ln the case of an individ
ual who is receiving inpatient hospital serv
ices from a subsection (d) hospital (as de
fined in section 1886(d)(l)(B)) as of the effec
tive date of the individual 's-

"(!) election under this part of a Medicare 
Choice product offered by a Medicare Choice 
organization-

"(A) payment for such services until the 
date of the individual's discharge shall be 
made under this title through the Medicare 
Choice product or Non-Medicare Choice op
tion (as the case may be) elected before the 
election with such organization, 

"(B) the elected organization shall not be 
financially responsible for payment for such 
services until the date after the date of the 
individual's discharge, and 

"(C) the organization shall nonetheless be 
paid the full amount otherwise payable to 
the organization under this part; or 

"(2) termination of election with respect to 
a Medicare Choice organization under this 
part-
. "(A) the organization shall be financially 

responsible for payment for such services 
after such date and until the date of the indi
vidual 's discharge, 

" (B) payment for such services during the 
stay shall not be made under section 1886(d) 
or by any succeeding Medicare Choice orga
nization, and 

"(C) the terminated organization shall not 
receive any payment with respect to the in
dividual under this part during the period 
the individual is not enrolled. 
"ESTABLISHMENT OF STANDARDS FOR MEDI-

CARE CHOICE ORGANIZATIONS AND PRODUCTS 
" SEC. 1856. (a) INTERIM STANDARDS.-
"(!) IN GENERAL.-The Secretary shall issue 

regulations regarding standards for Medicare 
Choice organizations and products within 180 
days after the date of the enactment of this 
section. Such regulations shall be issued on 
an interim basis, but shall become effective 
upon publication and shall be effective 
through the end of 1999. 

"(2) SOLICITATION OF VIEWS.-ln developing 
standards under this subsection relating to 
solvency of Medicare Choice organizations, 
the Secretary shall solicit the views of the 
American Academy of Actuaries. 

"(3) EFFECT ON STATE REGULATIONS.- Regu
lations under this subsection shall not pre
empt State regulations for Medicare Choice 
organizations for products not offered under 
this part. 

"(b) PERMANENT STANDARDS.-

"(1) IN GENERAL.-The Secretary shall de
velop permanent standards under this sub
section. 

"(2) CONSULTATION.-ln developing stand
ards under this subsection, the Secretary 
shall consult with the National Association 
of Insurance Commissioners, associations 
representing the various types of Medicare 
Choice organizations, and medicare bene
ficiaries. 

"(3) EFFECTIVENESS.-The standards under 
this subsection shall take effect for periods 
beginning on or after January 1, 2000. 

"(c) SOLVENCY.-ln establishing interim 
and permanent standards under this section 
relating to solvency of organizations, the 
Secretary shall recognize the multiple 
means of demonstrating solvency, includ
ing-

" (1) reinsurance purchased through a rec
ognized commerce company or through a 
captive company owned directly or indi
rectly by 3 or more provider-sponsored orga
nizations, 

" (2) unrestricted surplus, 
"(3) guarantees, and 
"(4) letters of credit. 

In such standards, the Secretary may treat 
as admitted assets the assets used by a pro
vider-sponsored organization in delivering 
covered services. 

" (d) APPLICATION OF NEW STANDARDS TO 
ENTITIES WITH A CONTRACT.-ln the case of a 
Medicare Choice organization with a con
tract in effect under this part at the time 
standards applicable to the organization 
under this section are changed, the organiza
tion may elect not to have such changes 
apply to the organization until the end of 
the current contract year (or, if there is less 
than 6 months remaining in the contract 
year, u.ntil 1 year after the end of the current 
contract year). 

"(e) RELATION TO STATE LAWS.-The stand
ards established under this section shall su
persede any State law. The standard or regu
lation with respect to Medicare Choice prod
ucts which are offered by Medicare Choice 
organizations and are issued by organiza
tions to which section 1851(b)(l) applies, to 
the extent such law or regulation is incon
sistent with such standards. 

"MEDICARE CHOICE CERTIFICATION 
"SEC. 1857. (a) IN GENERAL.-
"(!) ESTABLISHMENT.-The Secretary shall 

establish a process for the certification of or
ganizations and products offered by organi
zations as meeting the applicable standards 
for Medicare Choice organizations and Medi
care Choice products established under sec
tion 1856. 

"(2) INVOLVEMENT OF SECRETARY OF 
LABOR.-Such process shall be established 
and operated in cooperation with the Sec
retary of Labor with respect to union spon
sors and Taft-Hartley sponsors. 

"(3) USE OF PRIVATE ACCREDITATION PROC
ESSES.-

"(A) IN GENERAL.-The process under this 
subsection shall, to the maximum extent 
practicable, provide that Medicare Choice or
ganizations and products that are licensed or 
certified through a qualified private accredi
tation process that the Secretary finds ap
plies standards that are no less stringent 
than the requirements of this part are 
deemed to meet the corresponding require
ments of this part for such an organization 
or product. 

" (B) PERIODIC ACCREDITATION.-The use of 
an accreditation under subparagraph (A) 
shall be valid only for such period as the Sec
retary specifies. 
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"(4) USER FEES.-The Secretary may im

pose user fees on entities seeking certifi
cation under this subsection in such 
amounts as the Secretary deems sufficient to 
finance the costs of such certification. 

"(b) NOTICE TO ENROLLEES IN CASE OF DE
CERTIFICATION.-If a Medicare Choice organi
zation or product is decertified under this 
section, the organization shall notify each 
enrollee with the organization and product 
under this part of such decertification. 

"(c) QUALIFIED ASSOCIATIONS.-In the case 
of Medicare Choice products offered by a 
Medicare Choice organization that is a quali
fied association (as defined in section 
1854(c)(4)(C)) and issued by an organization 
to which section 1851(b)(l) applies or by a 
provider-sponsored organization (as defined 
in section 1854(a)), nothing in this section 
shall be construed as limiting the authority 
of States to regulate such products. 

"CONTRACTS WITH MEDICARE CHOICE 
ORGANIZATIONS 

"SEC. 1858. (a) IN GENERAL.-The Secretary 
shall not permit the election under section 
1805 of a Medicare Choice product offered by 
a Medicare Choice organization under this 
part, and no payment shall be made under 
section 1856 to an organization, unless the 
Secretary has entered into a contract under 
this section with an organization with re
spect to the offering of such product. Such a 
contract with an organization may cover 
more than one Medicare Choice product. 
Such contract shall provide that the organi
zation agrees to comply with the applicable 
requirements and standards of this part and 
the terms and conditions of payment as pro
vided for in this part. 

''(b) ENROLLMENT REQUIREMENTS.-
"(A) MINIMUM ENROLLMENT REQUIREMENT.

Subject to subparagraphs (B) and (C), the 
Secretary may not enter into a contract 
under this section with a Medicare Choice 
organization (other than a union sponsor or 
Taft-Hartley sponsor) unless the organiza
tion has at least 5,000 individuals (or 1,500 in
dividuals in the case of an organization that 
is a provider-sponsored organization) who 
are receiving health benefits through the or
ganization, except that the standards under 
section 1856 may permit the organization to 
have a lesser number of beneficiaries (but 
not less than 500 in the case of an organiza
tion that is a provider-sponsored organiza
tion) if the organization primarily serves in
dividuals residing outside of urbanized areas. 

"(B) ALLOWING TRANSITION.-The Secretary 
may waive the requirement of subparagraph 
(A) during the first 3 contract years with re
spect to an organization. 

"(C) TREATMENT OF AREAS WITH LOW MAN
AGED CARE PENETRATION.-The Secretary 
may waive the requirement of subparagraph 
(A) in the case of organizations operating in 
areas in which there is a low proportion of 
medicare beneficiaries who have made the 
Medicare Choice election. 

"(2) REQUIREMENT FOR ENROLLMENT OF NON
MEDICARE BENEFICIARIES.-

"(A) IN GENERAL.-Each Medicare Choice 
organization with which the Secretary en
ters into a contract under this section shall 
have, for the duration of such contract, an 
enrolled membership at least one-half of 
which consists of individuals who are not en
titled to benefits under this title or under a 
State plan approved under title XIX. 

"(B) EXCEPTION.-Subparagraph (A) shall 
not apply to-

"(i) an orga·nization that has been certified 
by a national organization recognized by the 
Secretary and has been found to have met 
performance standards established by the 
Secretary for at least 2 years, or 

"(ii) a provider-sponsored organization for 
which commercial payments to providers 
participating in the organization exceed the 
payments to the organization under this 
part. 

"(C) MODIFICATION AND WAIVER.-The Sec
retary may modify or waive the requirement 
imposed by subparagraph (A)-

"(i) to the extent that more than 50 per
cent of the population of the area served by 
the organization consists of individuals who 
are entitled to benefits under this title or 
under a State plan approved under title XIX, 
or 

"(ii) in the case of an organization that is 
owned and operated by a governmental en
tity, only with respect to a period of three 
years beginning on the date the organization 
first enters into a contract under this sec
tion, and only if the organization has taken 
and is making reasonable efforts to enroll in
dividuals who are not entitled to benefits 
under this title or under a State plan ap
proved under title XIX. 

"(D) ENFORCEMENT.-If the Secretary de
termines that an organization has failed to 
comply with the requirements of this para
graph, the Secretary may provide for the 
suspension of enrollment of individuals 
under this part or of payment to the organi
zation under this part for individuals newly 
enrolled with the organization, after the 
date the Secretary notifies the organization 
of such noncompliance. 

"(c) CONTRACT PERIOD AND EFFECTIVE
NESS.-

"(l) PERIOD.-Each contract under this sec
tion shall be for a term of at least one year, 
as determined by the Secretary, and may be 
made automatically renewable from term to 
term in the absence of notice by either party 
of intention to terminate at the end of the 
current term. 

"(2) TERMINATION AUTHORITY.-ln accord
ance with procedures established under sub
section (h), the Secretary may at any time 
terminate any such contract or may impose 
the intermediate sanctions described in an 
applicable paragraph of subsection (g) on the 
Medicare Choice organization if the Sec
retary determines that the organization-

"(A) has failed substantially to carry out 
the contract; 

"(B) is carrying out the contract in a man
ner inconsistent with the efficient and effec
tive administration of this part; 

"(C) is operating in a manner that is not in 
the best interests of the individuals covered 
under the contract; or 

"(D) no longer substantially meets the ap
plicable conditions of this part. 

"(3) EFFECTIVE DATE OF CONTRACTS.-The 
effective date of any contract executed pur
suant to this section shall be specified in the 
contract. 

"(4) PREVIOUS TERMINATIONS.-The Sec
retary may not enter into a contract with a 
Medicare Choice organization if a previous 
contract with that organization under this 
section was terminated at the request of the 
organization within the preceding five-year 
period, except in circumstances which war
rant special consideration, as determined by 
the Secretary. 

"(5) No CONTRACTING AUTHORITY.-The au
thority vested in the Secretary by this part 
may be performed without regard to such 
provisions of law or regulations relating to 
the making, performance, amendment, or 
modification of contracts of the United 
States as the Secretary may determine to be 
inconsistent with the furtherance of the pur
pose of this title. 

"(d) PROTECTIONS AGAINST FRAUD AND BEN
EFICIARY PROTECTIONS.-

"(l) INSPECTION AND AUDIT.-Each contract 
under this section shall provide that the Sec
retary, or any person or organization des
ignated by the Secretary-

"(A) shall have the right to inspect or oth
erwise evaluate (i) the quality, appropriate
ness, and timeliness of services performed 
under the contract and (ii) the facilities of 
the organization when there is reasonable 
evidence of some need for such inspection, 
and 

"(B) shall have the right to audit and in
spect any books and records of the Medicare 
Choice organization that pertain (i) to the 
ability of the organization to bear the risk of 
potential financial losses, or (ii) to services 
performed or determinations of amounts 
payable under the contract. 

"(2) ENROLLEE NOTICE AT TIME OF TERMI
NATION.-Each contract under this section 
shall require the organization to provide 
(and pay for) written notice in advance of 
the contract's termination, as well as a de
scription of alternatives for obtaining bene
fits under this title, to each individual en
rolled with the organization under this part. 

"(3) DISCLOSURE.-
"(A) IN GENERAL.-Each Medicare Choice 

organization shall, in accordance with regu
lations of the Secretary, report to the Sec
retary financial information which shall in
clude the following: 

"(i) Such information as the Secretary 
may require demonstrating that the organi
zation has a fiscally sound operation. 

"(ii) A copy of the report, if any, filed with 
the Health Care Financing Administration 
containing the information required to be re
ported under section 1124 by disclosing enti
ties. 

"(iii) A description of transactions, as 
specified by the Secretary, between the orga
nization and a party in interest. Such trans
actions shall include-

"(l) any sale or exchange, or leasing of any 
property between the organization and a 
party in interest; 

"(II) any furnishing for consideration of 
goods, services (including management serv
ices), or facilities between the organization 
and a party in interest, but not including 
salaries paid to employees for services pro
vided in the normal course of their employ
ment and health services provided to mem
bers by hospitals and other providers and by 
staff, medical group (or groups), individual 
practice association (or associations), or any 
combination thereof; and 

"(ill) any lending of money or other exten
sion of credit between an organization and a 
party in interest. 
The Secretary may require that information 
reported respecting an organization which 
controls, is controlled by, or is under com
mon control with, another entity be in the 
form of a consolidated financial statement 
for the organization and such entity. 

"(B) PARTY IN INTEREST DEFINED.-For the 
purposes of this paragraph, the term 'party 
in interest' means-

"(i) any director, officer, partner, or em
ployee responsible for management or ad
ministration of a Medicare Choice organiza
tion, any person who is directly or indirectly 
the beneficial owner of more than 5 percent 
of the equity of the organization, any person 
who is the beneficial owner of a mortgage, 
deed of trust, note, or other interest secured 
by, and valuing more than 5 percent of the 
organization, and, in the case of a Medicare 
Choice organization organized as a nonprofit 
corporation, an incorporator or member of 
such corporation under applicable State cor
poration law; 
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"(ii) any entity in which a person described 

in clause (i)-
"(l) is an officer or director; 
"(II) is a partner (if such entity is orga

nized as a partnership); 
"(III) has directly or indirectly a beneficial 

interest of more than 5 percent of the equity; 
or 

"(IV) has a mortgage, deed of trust, note, 
or other interest valuing more than 5 per
cent of the assets of such entity; 

"(iii) any person directly or indirectly con
trolling, controlled by, or under common 
control with an organization; and 

"(iv) any spouse, child, or parent of an in
dividual described in clause (1). 

"(C) ACCESS TO INFORMATION.-Each Medi
care Choice organization shall make the in
formation reported pursuant to subpara
graph (A) available to its enrollees upon rea
sonable request. 

"(4) LOAN INFORMATION.-The contract 
shall require the organization to notify the 
Secretary of loans and other special finan
cial arrangements which are made between 
the organization and subcontractors, affili
ates, and related parties. 

"(f) ADDITIONAL CONTRACT TERMS.-The 
contract shall contain such other terms and 
conditions not inconsistent with this part 
(including requiring the organization to pro
vide the Secretary with such information) as 
the Secretary may find necessary and appro
priate. 

"(g) INTERMEDIATE SANCTIONS.-
"(!) IN GENERAL.-If the Secretary deter

mines that a Medicare Choice organization 
with a contract under this section-

"(A) fails substantially to provide medi
cally necessary items and services that are 
required (under law or under the contract) to 
be provided to an individual covered under 
the contract, if the failure has adversely af
fected (or has substantial likelihood of ad
versely affecting) the individual; 

"(B) imposes premiums on individuals en
rolled under this part in excess of the pre
miums permitted; 

"(C) acts to expel or to refuse to re-enroll 
an individual in violation of the provisions of 
this part; 

"(D) engages in any practice that would 
reasonably be expected to have the effect of 
denying or discouraging enrollment (except 
as permitted by this part) by eligible individ
uals with the organization whose medical 
condition or history indicates a need for sub
stantial future medical services; 

"(E) misrepresents or falsifies information 
that is furnished-

"(i) to the Secretary under this part, or 
"(11) to an individual or to any other entity 

under this part; 
"(F) fails to comply with the requirements 

of section 1852(f)(3); or 
"(G) employs or contracts with any indi

vidual or entity that is excluded from par
ticipation under this title under section 1128 
or 1128A for the provision of health care, uti
lization review, medical social work, or ad
ministrative services or employs or con
tracts with any entity for the provision (di
rectly or indirectly) through such an ex
cluded individual or entity of such services; 
the Secretary may provide, in addition to 
any other remedies authorized by law, for 
any of the remedies described in paragraph 
(2). 

"(2) REMEDIES.-The remedies described in 
this paragraph are-

"(A) civil money penalties of not more 
than $25,000 for each determination under 
paragraph (1) or, with respect to a deter
mination under subparagraph (D) or (E)(i) of 

such paragraph, of not more than $100,000 for 
each such determination, plus, with respect 
to a determination under paragraph (l)(B), 
double the excess amount charged in viola
tion of such paragraph (and the excess 
amount charged shall be deducted from the 
penalty and returned to the individual con
cerned), and plus, with respect to a deter
mination under paragraph (l)(D), $15,000 for 
each individual not enrolled as a result of 
the practice involved, 

"(B) suspension of enrollment of individ
uals under this part a~er the date the Sec
retary notifies the organization of a deter
mination under paragraph (1) and until the 
Secretary is satisfied that the basis for such 
determination has been corrected and is not 
likely to recur, or 

"(C) suspension of payment to the organi
zation under this part for individuals en
rolled after the date the Secretary notifies 
the organization of a determination under 
paragraph (1) and until the Secretary is sat
isfied that the basis for such determination 
has been corrected and is not likely to recur. 

"(3) OTHER INTERMEDIATE SANCTIONS.-ln 
the case of a Medicare Choice organization 
for which the Secretary makes a determina
tion under subsection (c)(2) the basis of 
which is not described in paragraph (1), the 
Secretary may apply the following inter
mediate sanctions: 

"(A) civil money penalties of not more 
than $25,000 for each determination under 
subsection (c)(2) if the deficiency that is the 
basis of the determination has directly ad
versely affected (or has the substantial like
lihood of adversely affecting) an individual 
covered under the organization's contract; 

"(B) civil money penalties of not more 
than $10,000 for each week beginning after 
the initiation of procedures by the Secretary 
under subsection (h) during which the defi
ciency that is the basis of a determination 
under subsection (c)(2) exists; and 

"(C) suspension of enrollment of individ
uals under this part after the date the Sec
retary notifies the organization of a deter
mination under subsection (c)(2) and until 
the Secretary is satisfied that the deficiency 
that is the basis for the determination has 
been corrected and is not likely to recur. 

"(4) PROCEDURES FOR IMPOSING SANC
TIONS.-The provisions of section 1128A 
(other than subsections (a) and (b)) shall 
apply to a civil money penalty under para
graph (1) or (2) in the same manner as they 
apply to a civil money penalty or proceeding 
under section 1128A(a). 

"(h) PROCEDURES FOR IMPOSING SANC
TIONS.-The Secretary may terminate a con
tract with a Medicare Choice organization 
under this section or may impose the inter
mediate sanctions described in subsection (g) 
on the organization in accordance with for
mal investigation and compliance procedures 
established by the Secretary under which-

"(1) the Secretary provides the organiza
tion with the opportunity to develop and im
plement a corrective action plan to correct 
the deficiencies that were the basis of the 
Secretary's determination under subsection 
(c)(2); 

"(2) the Secretary shall impose more se
vere sanctions on organizations that have a 
history of deficiencies or that have not 
taken steps to correct deficiencies the Sec
retary has brought to their attention; 

"(3) there are no unreasonable or unneces
sary delays between the finding of a defi
ciency and the imposition of sanctions; and 

"(4) the Secretary provides the organiza
tion with reasonable notice and opportunity 
for hearing (including the right to appeal an 

initial decision) before imposing any sanc
tion or terminating the contract. 

"DEMONSTRATION PROJECT FOR HIGH 
DEDUCTIBLE/MEDISA VE PRODUCTS 

"SEC. 1859. (a) IN GENERAL.-The Secretary 
shall permit, on a demonstration project 
basis, the offering of high deductible/ 
medisave products under this part, subject to 
the special rules provided under this section. 

"(b) HIGH DEDUCTIBLEIMEDISAVE PRODUCT 
DEFINED.-

"(!) IN GENERAL.-ln this part, the term 
'high deductible/medisave product' means a 
Medicare Choice product that-

"(A) provides reimbursement for at least 
the items and services described in section 
1852(a)(l) in a year but only after the en
rollee incurs countable expenses (as specified 
under the product) equal to the amount of a 
deductible (described in paragraph (2)); 

"(B) counts as such expenses (for purposes 
of such deductible) at least all amounts that 
would have been payable under parts A and 
B or by the enrollee if the enrollee had elect
ed to receive benefits through the provisions 
of such parts; and 

"(C) provides, after such deductible is met 
for a year and for all subsequent expenses for 
benefits referred to in subparagraph (A) in 
the year, for a level of reimbursement that is 
not less than-

"(i) 100 percent of such expenses, or 
"(11) 100 percent of the amounts that would 

have been paid (without regard to any 
deductibles or coinsurance) under parts A 
and B with respect to such expenses, 
whichever is less. Such term does not include 
the Medicare Choice MSA itself or any con
tribution into such account. 

"(2) DEDUCTIBLE.-The amount of deduct
ible under a high deductible/medisave prod
uct-

"(A) for contract year 1997 shall be not 
more than $10,000; and 

"(B) for a subsequent contra.ct year shall 
be not more than the maximum amount of 
such deductible for the previous contract 
year under this paragraph increased by the 
national average per capita growth rate 
under section 1855(c)(3) for the year. 
If the amount of the deductible under sub
paragraph (B) is not a multiple of $50, the 
amount shall be rounded to the nearest mul
tiple of $50. 

"(c) SPECIAL RULES RELATING TO ENROLL
MENT.-The rule under section 1805 relating 
to election of medicare choice products shall 
apply to election of high deductible/medisave 
products offered under the demonstration 
project under this section, except as follows: 

"(l) SPECIAL RULE FOR CERTAIN ANNU
ITANTS.-An individual is not eligible to 
elect a high deductible/medisave product 
under section 1805 if the individual is enti
tled to benefits under chapter 89 of title 5, 
United States Code, as an annuitant or 
spouse of an annuitant. 

"(2) TRANSITION PERIOD RULE.-During the 
transition period (as defined in section 
1805(e)(l)(B)), an individual whd has elected a 
high deductible/medisave product may not 
change such election to a Medicare Choice 
product that is not a high deductible/ 
medisave product unless the individual has 
had such election in effect for 12 months. 

"(3) NO 90-DAY DISENROLLMENT OPTION.
Paragraph (4)(A) of section 1805(e) shall not 
apply to an individual who elects a high de
ductible/medisave product. 

"(4) TIMING OF ELECTION.-An individual 
may elect a high deductible/medisave prod
uct only during an annual, coordinated elec
tion period described in section 1805(e)(3)(B) 
or during the month of October, 1996. 
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"(5) EFFECTIVENESS OF ELECTION.-An elec

tion of coverage for a high deductible/ 
medisave product made in a year shall take 
effect as of the first day of the following 
year. 

"(d) SPECIAL RULES RELATING TO BENE
FITS.-

"(1) IN GENERAL.-Paragraphs (1) and (3) of 
section 1852(a) shall not apply to high de
ductible/medisave products. 

"(2) PREMIUMS.-
"(A) APPLICATION OF ALTERNATIVE PRE

MIUM.-ln applying section 1852(d)(2) in the 
case of a high deductible/medisave product, 
instead of the amount specified in subpara
graph (B) there shall be substituted the 
monthly adjusted Medicare Choice capita
tion rate specified in section 1855(b)(l) for 
the individual and period involved. 

"(B) CLASS ADJUSTED PREMIUMS.-Notwith
standing section 1852(d)(3), a Medicare 
Choice organization shall establish pre
miums for any high deductible/medisave 
product it offers in a payment area based on 
each of the risk adjustment categories estab
lished for purposes of determining the 
amount of the payment to Medicare Choice 
organizations under section 1855(b)(l) and 
using the identical demographic and other 
adjustments among such categories as are 
used for such purposes. 

"(C) REQUIREMENT FOR ADDITIONAL BENE
FITS NOT APPLICABLE.-Section 1852(e)(l)(A) 
shall not apply to a high deductible/medisave 
product. 

"(e) ADDITIONAL DISCLOSURE.-ln any dis
closure made pursuant to section 1853(a)(l) 
for a high deductible/medisave product, the 
disclosure shall include a comparison of ben
efits under such a product with benefits 
under other Medicare Choice products. 

"(O SPECIAL RULES FOR INDIVIDUALS ELECT
ING HIGH DEDUCTIBLE/MEDISAVE PRODUCT.-

"(l) IN GENERAL.-ln the case of an individ
ual who has elected a high deductible/ 
medisave product, notwithstanding the pro
visions of section 1855-

"(A) the amount of the payment to the 
Medicare Choice organization offering the 
high deductible/medisave product shall not 
exceed the premium for the product, and 

"(B) subject to paragraph (2), the dif
ference between the amount of payment that 
would otherwise be made and the amount of 
payment to such organization shall be made 
directly into a Medicare Choice MSA estab
lished (and, if applicable, designated) by the 
individual under paragraph (2). 

"(2) ESTABLISHMENT AND DESIGNATION OF 
MEDICARE CHOICE MEDICAL SA VIN GS ACCOUNT 
AS REQUIREMENT FOR PAYMENT OF CONTRIBU
TION.-ln the case of an individual who has 
elected coverage under a high deductible/ 
medisave product, no payment shall be made 
under paragraph (l)(B) on behalf of an indi
vidual for a month unless the individual-

"(A) has established before the beginning 
of the month (or by such other deadline as 
the Secretary may specify) a Medicare 
Choice MSA (as defined in section 137(b) of 
the Internal Revenue Code of 1986), and 

"(B) if the individual has established more 
than one Medicare Choice MSA, has des
ignated one of such accounts as the individ
ual's Medicare Choice MSA for purposes of 
this part. 
Under rules under this section, such an indi
vidual may change the designation of such 
account under subparagraph (B) for purposes 
of this part. 

"(3) LUMP SUM DEPOSIT OF MEDICAL SAVINGS 
ACCOUNT CONTRIBUTION.-ln the case of an in
dividual electing a high deductible/medisave 
product effective beginning with a month in 

a year, the amount of the contribution to the 
Medicare Choice MSA on behalf of the indi
vidual for that month and all successive 
months in the year shall be deposited during 
that first month. In the case of a termi
nation of such an election as of a month be
fore the end of a year, the Secretary shall 
provide for a procedure for the recovery of 
deposits attributable to the remaining 
months in the year. 

"(g) SPECIAL CONTRACT RULES.-
"(1) ENROLLMENT REQUIREMENTS WAIVED.

Subsection (b) of section 1858 shall not apply 
with respect to a contract that relates only 
to one or more high deductible/medisave 
products. 

"(2) EFFECTIVE DATE OF CONTRACTS.-ln no 
case shall a contract under section 1858 
which provides for coverage under a high de
ductible/medisave account be effective before 
January 1997 with respect to such cov
erage.". 

(b) CONFORMING REFERENCES TO PREVIOUS 
PART C.-Any reference in law (in effect be
fore the date of the enactment of this Act) to 
part C of title XVIII of the Social Security 
Act is deemed a reference to part D of such 
title (as in effect after such date). 

(c) USE OF INTERIM, FINAL REGULATIONS.
In order to carry out the amendment made 
by subsection (a) in a timely manner, the 
Secretary of Heal th and Human Services 
may promulgate regulations that take effect 
on an interim basis, after notice and pending 
opportunity for public comment. 

(d) ADVANCE DIRECTIVES.-Section 1866(f)(l) 
(42 U.S.C. 1395cc(f)(l)) is amended-

(1) in paragraph (1)--
(A) by inserting "1853(g)," after "1833(s),", 

and 
(B) by inserting ", Medicare Choice organi

zation," after "provider of services", and 
(2) by adding at the end the following new 

paragraph: 
"(4) Nothing in this subsection shall be 

construed to require the provision of infor
mation regarding assisted suicide, eutha
nasia, or mercy killing;". 

(e) CONFORMING AMENDMENT.-Section 
1866(a)(1)(0) (42 U.S.C. 1395cc(a)(1)(0)) is 
amended by inserting before the semicolon 
at the end the following: "and in the case of 
hospitals to accept as payment in full for in
patient hospital services that are covered 
under this title and are furnished to any in
dividual enrolled under part C with a Medi
care Choice organization which does not 
have a contract establishing payment 
amounts for services furnished to members 
of the organization the amounts that would 
be made as a payment in full under this title 
if the individuals were not so enrolled". 
SEC. 8003. REPORTS. 

(a) ALTERNATIVE PAYMENT APPROACHES.
By not later than 18 months after the date of 
the enactment of this Act, the Secretary of 
Health and Human Services (in this title re
ferred to as the "Secretary") shall submit to 
Congress a report on alternative provider 
payment approaches under the medicare pro
gram, including-

(1) combined hospital and physician pay
ments per admission, 

(2) partial capitation models for subsets of 
medicare benefits, and 

(3) risk-sharing arrangements in which the 
Secretary defines the risk corridor and 
shares in gains and losses. 
Such report shall include recommendations 
for implementing and testing such ap
proaches and legislation that may be re
quired to implement and test such ap
proaches. 

(b) COVERAGE OF RETIRED WORKERS.-

(1) IN GENERAL.-The Secretary shall work 
with employers and health benefit plans to 
develop standards and payment methodolo
gies to allow retired workers to continue to 
participate in employer health plans instead 
of participating in the medicare program. 
Such standards shall also cover workers cov
ered under the Federal Employees Health 
Benefits Program under chapter 89 of title 5, 
United States Code. 

(2) REPORT.-Not later than 18 months 
after the date of the enactment of this Act, 
the Secretary shall submit to Congress a re
port on the development of such standards 
and payment methodologies. The report 
shall include recommendations relating to 
such legislation as may be necessary. 
SEC. 8004. TRANSITIONAL RULES FOR CURRENT 

MEDICARE HMO PROGRAM. 
(a) TRANSITION FROM CURRENT CON

TRACTS.-
(1) LIMITATION ON NEW CONTRACTS.-The 

Secretary of Health and Human Services (in 
this section referred to as the "Secretary") 
shall not enter into any risk-sharing or cost 
reimbursement contract under section 1876 
of the Social Security Act with an eligible 
organization for any contract year beginning 
on or after the date standards for Medicare 
Choice organizations and products are first 
established under section 1856(a) of such Act 
with respect to Medicare Choice organiza
tions that are insurers or health mainte
nance organizations unless such a contract 
had been in effect under section 1876 of such 
Act for the organization for the previous 
contract year. 

(2) TERMINATION OF CURRENT CONTRACTS.
(A) RISK-SHARING CONTRACTS.-Notwith

standing any other provision of law, the Sec
retary shall not extend or continue any risk
sharing contract with an eligible organiza
tion under section 1876 of the Social Security 
Act (for which a contract was entered into 
consistent with paragraph (l)(A)) for any 
contract year beginning on or after 1 year 
after the date standards described in para
graph (l)(A) are established. 

(B) COST REIMBURSEMENT CONTRACTS.-The 
Secretary shall not extend or continue any 
reasonable cost reimbursement contract 
with an eligible organization under section 
1876 of the Social Security Act for any con
tract year beginning on or after January l, 
1998. 

(b) CONFORMING PAYMENT RATES UNDER 
RISK-SHARING CONTRACTS.-Notwithstanding 
any other provision of law, the Secretary 
shall provide that payment amounts under 
risk-sharing contracts under section 1876(a) 
of the Social Security Act for months in a 
year (beginning with January 1996) shall be 
computed-

(1) with respect to individuals entitled to 
benefits under both parts A and B of title 
XVIII of such Act, by substituting payment 
rates under section 1855(a) of such Act for 
the payment rates otherwise established 
under section 1876(a) of such Act, and 

(2) with respect to individuals only entitled 
to benefits under part B of such title, by sub
stituting an appropriate proportion of such 
rates (reflecting the relative proportion of 
payments under such title attributable to 
such part) for the payment rates otherwise 
established under section 1876(a) of such Act. 
For purposes of carrying out this paragraph 
for payment for months in 1996, the Sec
retary shall compute, announce, and apply 
the payment rates under section 1855(a) of 
such Act (notwithstanding any deadlines 
specified in such section) in as timely a man
ner as possible and may (to the extent nec
essary) provide for retroactive adjustment in 
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payments made not in accordance with such 
rates. 
PART 2-SPECIAL RULES FOR MEDICARE 

CHOICE MEDICAL SAVINGS ACCOUNTS 
SEC. 8011. MEDICARE CHOICE MSA'S. 

(a) IN GENERAL.-Part III of subchapter B 
of chapter 1 of the Internal Revenue Code of 
1986 (relating to amounts specifically ex
cluded from gross income) is amended by re
designating section 137 as section 138 and by 
inserting after section 136 the following new 
section: 
"SEC. 137. MEDICARE CHOICE MSA'S. 

"(a) EXCLUSION.-Gross income shall not 
include any payment to the Medicare Choice 
MSA of an individual by the Secretary of 
Health and Human Service::; under section 
1859(f)(l)(B) of the Social Security Act. 

"(b) MEDICARE CHOICE MSA.-For purposes 
of this section-

"(1) MEDICARE CHOICE MSA.-The term 
'Medicare Choice MSA' means a trust cre
ated or organized in the United States exclu
sively for the purpose of paying the qualified 
medical expenses of the account holder, but 
only if the written governing instrument 
creating the trust meets the following re
quirements: 

"(A) Except in the case of a trustee-to
trustee transfer described in subsection 
(d)(4), no contribution will be accepted un
less it is made by the Secretary of Health 
and Human Services under section 
1859(f)(l)(B) of the Social Security Act. 

"(B) The trustee is a bank (as defined in 
section 408(n)), an insurance company (as de
fined in section 816), or another person who 
demonstrates to the satisfaction of the Sec
retary that the manner in which such person 
will administer the trust will be consistent 
with the requirements of this section. 

"(C) No part of the trust assets will be in
vested in life insurance contracts. 

"(D) The assets of the trust will not be 
commingled with other property except in a 
common trust fund or common investment 
fund. 

"(E) The interest of an individual in the 
balance in his account is nonforfeitable. 

"(F) Trustee-to-trustee transfers described 
in subsection (d)(4) may be made to and from 
the trust. 

"(2) QUALIFIED MEDICAL EXPENSES.-
"(A) IN GENERAL.-The term 'qualified 

medical expenses' means, with respect to an 
account holder, amounts paid by such hold
er-

"(i) for medical care (as defined in section 
213(d)) for the account holder, but only to 
the extent such amounts are not com
pensated for by insurance or otherwise, or 

"(ii) for long-term care insurance for the 
account holder. 

"(B) HEALTH INSURANCE MAY NOT BE PUR
CHASED FROM ACCOUNT.-Subparagraph (A)(i) 
shall not apply to any payment for insur
ance. 

"(3) ACCOUNT HOLDER.-The term 'account 
holder' means the individual on whose behalf 
the Medicare Choice MSA is maintained. 

"(4) CERTAIN RULES TO APPLY.-Rules simi
lar to the rules of subsections (g) and (h) of 
section 408 shall apply for purposes of this 
section. 

"(C) TAX TREATMENT OF ACCOUNTS.-
"(1) IN GENERAL.-A Medicare Choice MSA 

is exempt from taxation under this subtitle 
unless such MSA has ceased to be a Medicare 
Choice MSA by reason of paragraph (2). Not
withstanding the preceding sentence, any 
such MSA is subject to the taxes imposed by 
section 511 (relating to imposition of tax on 
unrelated business income of charitable, etc. 
organizations). 

"(2) ACCOUNT ASSETS TREATED AS DISTRIB
UTED IN THE CASE OF PROHIBITED TRANS
ACTIONS OR ACCOUNT PLEDGED AS SECURITY 
FOR LOAN .-Rules similar to the rules of 
paragraphs (2) and (4) of section 408(e) shall 
apply to Medicare Choice MSA's, and any 
amount treated as distributed under such 
rules shall be treated as not used to pay 
qualified medical expenses. 

"(d) TAX TREATMENT OF DISTRIBUTIONS.
"(1) INCLUSION OF AMOUNTS NOT USED FOR 

QUALIFIED MEDICAL EXPENSES.-No amount 
shall be included in the gross income of the 
account holder by reason of a payment or 
distribution from a Medicare Choice MSA 
which is used exclusively to pay the qualified 
medical expenses of the account holder. Any 
amount paid or distributed from a Medicare 
Choice MSA which is not so used shall be in
cluded in the gross income of such holder. 

"(2) PENALTY FOR DISTRIBUTIONS NOT USED 
FOR QUALIFIED MEDICAL EXPENSES IF MINIMUM 
BALANCE NOT MAINTAINED.-

"(A) IN GENERAL.-The tax imposed by this 
chapter for any taxable year in which there 
is a payment or distribution from a Medicare 
Choice MSA which is not used exclusively to 
pay the qualified medical expenses of the ac
count holder shall be increased by 50 percent 
of the excess (if any) of-

"(i) the amount of such payment or dis
tribution, over 

"(ii) the excess (if any) of-
"(I) the fair market value of the assets in 

the Medicare Choice _MSA as of the close of 
the calendar year preceding the calendar 
year in which the taxable year begins, over 

"(II) an amount equal to 60 percent of the 
deductible under the catastrophic health 
plan covering the account holder as of Janu
ary 1 of the calendar year in which the tax
able year begins. 

"(B) EXCEPTIONS.-Subparagraph (A) shall 
not apply if the payment or distribution is 
made on or after the date the account hold
er-

"(i) becomes disabled within the meaning 
of section 72(m)(7), or 

"(ii) dies. 
"(C) SPECIAL RULES.-For purposes of sub

paragraph (A)-
"(i) all Medicare Choice MSA's of the ac

count holder shall be treated as 1 account, 
"(ii) all payments and distributions not 

used exclusively to pay the qualified medical 
expenses of the account holder during any 
taxable year shall be treated as 1 distribu
tion, and 

"(iii) any distribution of property shall be 
taken into account at its fair market value 
on the date of the distribution. 

"(3) WITHDRAWAL OF ERRONEOUS CONTRIBU
TIONS.-Paragraphs (1) and (2) shall not apply 
to any payment or distribution from a Medi
care Choice MSA to the Secretary of Health 
and Human Services of an erroneous con
tribution to such MSA and of the net income 
attributable to such contribution. 

''(4) TRUSTEE-TO-TRUSTEE TRANSFERS.
Paragraphs (1) and (2) shall not apply to any 
trustee-to-trustee transfer from a Medicare 
Choice MSA of an account holder to another 
Medicare Choice MSA of such account hold
er. 

"(5) COORDINATION WITH MEDICAL EXPENSE 
DEDUCTION.-For purposes of section 213, any 
payment or distribution out of a Medicare 
Choice MSA for qualified medical expenses 
shall not be treated as an expense paid for 
medical care. 

"(e) TREATMENT OF ACCOUNT AFTER DEATH 
OF ACCOUNT HOLDER.-

"(1) TREATMENT IF DESIGNATED BENEFICIARY 
IS SPOUSE.-

"(A) IN GENERAL.-ln the case of an ac
count holder's interest in a Medicare Choice 
MSA which is payable to (or for the benefit 
of) such holder's spouse upon the death of 
such holder, such Medicare Choice MSA shall 
be treated as a Medicare Choice MSA of such 
spouse as of the date of such death. 

"(B) SPECIAL RULES IF SPOUSE NOT MEDI
CARE ELIGIBLE.-If, as of the date of such 
death, such spouse is not entitled to benefits 
under title XVIII of the Social Security Act, 
then after the date of such death-

"(i) the Secretary of Health and Human 
Services may not make any payments to 
such Medicare Choice MSA, other than pay
ments attributable to periods before such 
date, 

"(ii) in applying subsection (b)(2) with re
spect to such Medicare Choice MSA, ref
erences to the account holder shall be treat
ed as including references to any dependent 
(as defined in section 152) of such spouse and 
any subsequent spouse of such spouse, and 

"(iii) in lieu of applying subsection (d)(2), 
the rules of section 220(f)(2) shall apply. 

"(2) TREATMENT IF DESIGNATED BENEFICIARY 
IS NOT SPOUSE.-ln the case of an account 
holder's interest in a Medicare Choice MSA 
which is payable to (or for the benefit of) any 
person other than such holder's spouse upon 
the death of such holder-

"(A) such account shall cease to be a Medi
care Choice MSA as of the date of death, and 

" (B) an amount equal to the fair market 
value of the assets in such account on such 
date shall be includible-

"(i) if such person is not the estate of such 
holder, in such person's gross income for the 
taxable year which includes such date, or 

"(ii) if such person is the estate of such 
holder, in such holder's gross income for last 
taxable year of such holder. 

"(f) REPORTS.-
"(l) IN GENERAL.-The trustee of a Medi

care Choice MSA shall make such reports re
garding such account to the Secretary and to 
the account holder with respect to-

"(A) the fair market value of the assets in 
such Medicare Choice MSA as of the close of 
each calendar year, and 

"(B) contributions, distributions, and 
other matters, 
as the Secretary may require by regulations. 

"(2) TIME AND MANNER OF REPORTS.-The 
reports required by this subsection-

"(A) shall be filed at such time and in such 
manner as the Secretary prescribes in such 
regulations, and 

"(B) shall be furnished to the account hold
er-

"(i) not later than January 31 of the cal
endar year following the calendar year to 
which such reports relate, and 

"(ii) in such manner as the Secretary pre
scribes in such regulations." 

(b) EXCLUSION OF MEDICARE CHOICE MSA'S 
FROM ESTATE TAX.-Part IV of subchapter A 
of chapter 11 of such Code is amended by add
ing at the end the following new section: 
"SEC. 2057. MEDICARE CHOICE MSA'S. 

"For purposes of the tax imposed by sec
tion 2001, the value of the taxable estate 
shall be determined by deducting from the 
value of the gross estate an amount equal to 
the value of any Medicare Choice MSA (as 
defined in section 137(b)) included in the 
gross estate." 

(c) TAX ON PROHIBITED TRANSACTIONS.-
(1) Section 4975 of such Code (relating to 

tax on prohibited transactions) is amended 
by adding at the end of subsection (c) the fol
lowing new paragraph: 

"(5) SPECIAL RULE FOR MEDICARE CHOICE 
MSA's.- An individual for whose benefit a 
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Medicare Choice MSA (within the meaning 
of section 137(b)) is established shall be ex
empt from the tax imposed by this section 
with respect to any transaction concerning 
such account (which would otherwise be tax
able under this section) if, with respect to 
such transaction, the account ceases to be a 
Medicare Choice MSA by reason of the appli
cation of section 137(c)(2) to such account." 

(2) Paragraph (1) of section 4975(e) of such 
Code is amended to read as follows: 

"(1) PLAN.-For purposes of this section, 
the term 'plan' means-

"(A) a trust described in section 401(a) 
which forms a part of a plan, or a plan de
scribed in section 403(a), which trust or plan 
is exempt from tax under section 501(a), 

"(B) an individual retirement account de
scribed in section 408(a), 

"(C) an individual retirement annuity de
scribed in section 408(b), 

"(D) a medical savings account described 
in section 220(d), 

"(E) a Medicare Choice MSA described in 
section 137(b), or 

"(F) a trust, plan, account, or annuity 
which, at any time, has been determined by 
the Secretary to be described in any preced
ing subparagraph of this paragraph." 

(d) FAILURE TO PROVIDE REPORTS ON MEDI
CARE CHOICE MSA's.-

(1) Subsection (a) of section 6693 of such 
Code (relating to failure to provide reports 
on individual retirement accounts or annu
ities) is amended to read as follows: 

"(a) REPORTS.-
"(l) IN GENERAL.-If a person required to 

file a report under a provision referred to in 
paragraph (2) fails to file such report at the 
time and in the manner required by such 
provision, such person shall pay a penalty of 
S50 for each failure unless it is shown that 
such failure is due to reasonable cause. 

"(2) PROVISIONS.-The provisions referred 
to in this paragraph are-

"(A) subsections (i) and (1) of section 408 
(relating to individual retirement plans), 

"(B) section 220(h) (relating to medical 
savings accounts), and 

"(C) section 137(f) (relating to Medicare 
Choice MSA's)." 

(2) The section heading for section 6693 of 
such Code is amended to read as follows: 
"SEC. 6693. FAILURE TO FILE REPORTS ON INDI

VIDUAL RETIREMENT PLANS AND 
CERTAIN OTHER TAX-FAVORED AC
COUNTS; PENALTIES RELATING TO 
DESIGNATED NONDEDUCTIBLE CON
TRIBUTIONS." 

(e) CLERICAL AMENDMENTS.-
(!) The table of sections for part ID of sub

chapter B of chapter 1 of such Code is amend
ed by striking the last item and inserting 
the following: 

"Sec. 137. Medicare Choice MSA's. 
"Sec. 138. Cross references to other Acts." 

(2) The table of sections for subchapter B 
of chapter 68 of such Code is amended by 
striking the item relating to section 6693 and 
inserting the following new item: 

"Sec. 6693. Failure to file reports on individ
ual retirement plans and cer
tain other tax-favored ac
counts; penalties relating to 
designated nondeductible con
tributions." 

(3) The table of sections for part IV of sub
chapter A of chapter 11 of such Code is 
amended by adding at the end the following 
new item: 

"Sec. 2057. Medicare Choice MSA's." 

(f) EFFECTIVE DATE.-The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 1996. 
SEC. 8012. CERTAIN REBATES EXCLUDED FROM 

GROSS INCOME. 
(a) IN GENERAL.-Section 105 of the Inter

nal Revenue Code of 1986 (relating to 
amounts received under accident and health 
plans) is amended by adding at the end the 
following new subsection: 

"(j) CERTAIN REBATES UNDER SOCIAL SECU
RITY ACT.-Gross income does not include 
any rebate received under section 
1852(e)(l)(A) of the Social Security Act dur
ing the taxable year." 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) shall apply to 
amounts received after the date of the enact
ment of this Act. 
PART 3-SPECIAL ANTITRUST RULE FOR 

PROVIDER SERVICE NETWORKS 
SEC. 8021. APPLICATION OF ANTITRUST RULE OF 

REASON TO PROVIDER SERVICE 
NETWORKS. 

(a) RULE OF REASON STANDARD.-In any ac
tion under the antitrust laws, or under any 
State law similar to the antitrust laws-

(1) the conduct of a provider service net
work in negotiating, making, or performing 
a contract (including the establishment and 
modification of a fee schedule and the devel
opment of a panel of physicians), to the ex
tent such contract is for the purpose of p!'o
viding health care services to individuals 
under the terms of a Medicare Choice PSO 
product, and 

(2) the conduct of any member of such net
work for the purpose of providing such 
health care services under such contract to 
such extent, 
shall not be deemed illegal per se. Such con
duct shall be judged on the basis of its rea
sonableness, taking into account all relevant 
factors affecting competition, including the 
effects on competition in properly defined 
markets. 

(b) DEFINITIONS.-For purposes of sub
section (a): 

(1) ANTITRUST LAWS.-The term "antitrust 
laws" has the meaning given it in subsection 
(a) of the first section of the Clayton Act (15 
U.S.C. 12), except that such term includes 
section 5 of the Federal Trade Commission 
Act (15 U.S.C. 45) to the extent that such sec
tion 5 applies to unfair methods of competi
tion. 

(2) HEALTH CARE PROVIDER.-The term 
"health care provider" means any individual 
or entity that is engaged in the delivery of 
health care services in a State and that is re
quired by State law or regulation to be li
censed or certified by the State to engage in 
the delivery of such services in the State. 

(3) HEALTH CARE SERVICE.-The term 
"health care service" means any service for 
which payment may be made under a Medi
care Choice PSO product including services 
related to the delivery or administration of 
such service. 

(4) MEDICARE CHOICE PROGRAM.-The term 
"Medicare Choice program" means the pro
gram under part c of title xvm of the So
cial Security Act. 

(5) MEDICARE CHOICE PSO PRODUCT.-The 
term "Medicare Choice PSO product" means 
a Medicare Choice product offered by a pro
vider-sponsored organization under part C of 
title XVID of the Social Security Act. 

(6) PROVIDER SERVICE NETWORK.-The term 
"provider service network" means an organi
zation that-

(A) is organized by, operated by, and com
posed of members who are health care pro
viders and for purposes that include provid
ing health care services, 

(B) is funded in part by capital contribu
tions made by the members of such organiza
tion, 

(C) with respect to each contract made by 
such organization for the purpose of provid
ing a type of health care service to individ
uals under the terms of a Medicare Choice 
PSO product-

(i) requires all members of such organiza
tion who engage in providing such type of 
health care service to agree to provide 
health care services of such type under such 
contract, 

(ii) receives the compensation paid for the 
health care services of such type provided 
under such contract by such members, and 

(iii) provides for the distribution of such 
compensation, 

(D) has established, consistent with the re
quirements of the Medicare Choice program 
for provider-sponsored organizations, a pro
gram to review, pursuant to written guide
lines, the quality, efficiency, and appro
priateness of treatment methods and setting 
of services for all heal th care providers and 
all patients participating in such product, 
along with internal procedures to correct 
identified deficiencies relating to such meth
ods and such services, 

(E) has established, consistent with the re
quirements of the Medicare Choice program 
for provider-sponsored organizations, a pro
gram to monitor and control utilization of 
health care services provided under such 
product, for the purpose of improving effi
cient, appropriate care and eliminating the 
provision of unnecessary health ca.re serv
ices, 

(F) has established a management program 
to coordinate the delivery of health care 
services for all health care providers and all 
patients participating in such product, for 
the purpose of achieving efficiencies and en
hancing the quality of health care services 
provided, and 

(G) has established, consistent with the re
quirements of the Medicare Choice program 
for provider-sponsored organizations, a 
grievance and appeal process for such organi
zation designed to review and promptly re
solve beneficiary or patient grievances and 
complaints. 
Such term may include a provider-sponsored 
organization. 

(7) PROVIDER-SPONSORED ORGANIZATION.
The term ''provider-sponsored organization'' 
means a Medicare Choice organization under 
the Medicare Choice program that is a pro
vider-sponsored organization (as defined in 
section 1854(a)(l) of the Social Security Act). 

(8) STATE.-The term "State" has the 
meaning given it in section 4G(2) of the Clay
ton Act (15 U.S.C. 15g(2)). 

(C) ISSUANCE OF GUIDELINES.-Not later 
than 120 days after the date of the enactment 
of this Act, the Attorney General and the 
Federal Trade Commission shall issue joint
ly guidelines specifying the enforcement 
policies and analytical principles that will 
be applied by the Department of Justice and 
the Commission with respect to the oper
ation of subsection (a). 

PART 4-COMMISSIONS 
SEC. 8031. MEDICARE PAYMENT REVIEW COMMIS

SION. 
(a) IN GENERAL.-Title xvm. as amended 

by section 8001(a), is amended by inserting 
after section 1805 the following new section: 

''MEDICARE PAYMENT REVIEW COMMISSION 
"SEC. 1806. (a) ESTABLISHMENT.-There is 

hereby established the Medicare Payment 
Review Commission (in this section referred 
to as the 'Commission'). 
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"(b) DUTIES.-
"(1) GENERAL DUTIES AND REPORTS.- The 

Commission shall review, and make rec
ommendations to Congress concerning, pay
ment policies under this title. By not later 
than June 1 of each year, the Commission 
shall submit a report to Congress containing 
an examination of issues affecting the medi
care program, including the implications of 
changes in health care delivery in the United 
States and in the market for health care 
services on the medicare program. The Com
mission may submit to Congress from time 
to time such other reports as the Commis
sion deems appropriate. The Secretary shall 
respond to recommendations of the Commis
sion in notices of rulemaking proceedings 
under this title. 

"(2) SPECIFIC DUTIES RELATING TO MEDICARE 
CHOICE PROGRAM.-Specifically, the Commis
sion shall review, with respect to the Medi
care Choice program under part C-

"(A) the appropriateness of the methodol
ogy for making payment to plans under such 
program, including the making of differen
tial payments and the distribution of dif
ferential updates among different payment 
areas, 

"(B) the appropriateness of the mecha
nisms used to adjust payments for risk and 
the need to adjust such mechanisms to take 
into account health status of beneficiaries, 

"(C) the implications of risk selection both 
among Medicare Choice organizations and 
between the Medicare Choice option and the 
non-Medicare Choice option, 

"(D) in relation to payment under part C, 
the development and implementation of 
mechanisms to assure the quality of care for 
those enrolled with Medicare Choice organi
zations, 

"(F) the impact of the Medicare Choice 
program on access to care for medicare bene
ficiaries, and 

"(G) other major issues in implementation 
and further development of the Medicare 
Choice program. 

"(3) SPECIFIC DUTIES RELATING TO THE FEE
FOR-SERVICE SYSTEM.-Specifically. the Com
mission shall review payment policies under 
parts A and B, including-

" (A) the factors affecting expenditures for 
services in different sectors, including the 
process for updating hospital, physician, and 
other fees , 

"(B) payment methodologies; and 
"(C) the impact of payment policies on ac

cess and quality of care for medicare bene
ficiaries. 

" (4) SPECIFIC DUTIES RELATING TO INTER
ACTION OF PAYMENT POLICIES WITH HEALTH 
CARE DELIVERY GENERALLY.-Specifically the 
Commission shall review the effect of pay
ment policies under this title on the delivery 
of health care services under this title and 
assess the implications of changes in the 
health services market on the medicare pro
gram. 

"(C) MEMBERSHIP.-
"(l) NUMBER AND APPOINTMENT.-The Com

mission shall be composed of 15 members ap
pointed by the Comptroller General. 

"(2) QUALIFICATIONS.-The membership of 
the Commission shall include individuals 
with national recognition for their expertise 
in health finance and economics, actuarial 
science, health facility management, health 
plans and integrated delivery systems, reim
bursement of health facilities, physicians, 
and other providers of services, and other' re
lated fields, who provide a mix of different 
professionals, broad geographic representa
tion, and a balance between urban and rural 
representatives, including physicians and 

other health professionals, employers, third 
party payors, individuals skilled in the con
duct and interpretation of biomedical, 
health services, and health economics re
search and expertise in outcomes and effec
tiveness research and technology assess
ment. Such membership shall also include 
representatives of consumers and the elder
ly. 

"(3) CONSIDERATIONS IN INITIAL APPOINT
MENT.-To the extent possible, in first ap
pointing members to the Commission the 
Comptroller General shall consider appoint
ing individuals who (as of the date of the en
actment of this section) were serving on the 
Prospective Payment Assessment Commis
sion or the Physician Payment Review Com
mission. 

"'(4) TERMS.-
"(A) IN GENERAL.-The terms of members 

of the Commission shall be for 3 years except 
that the Comptroller General shall designate 
staggered terms for the members first ap
pointed. 

"(B) V ACANCIES.-Any member appointed 
to fill a vacancy occurring before the expira
tion of the term for which the member's 
predecessor was appointed shall be appointed 
only for the remainder of that term. A mem
ber may serve after the expiration of that 
member's term until a successor has taken 
office. A vacancy in the Commission shall be 
filled in the manner in which the original ap
pointment was made. 

"(5) COMPENSATION.-While serving on the 
business of the Commission (including trav
eltime), a member of the Commission shall 
be entitled to compensation at the per diem 
equivalent of the rate provided for level IV of 
the Executive Schedule under section 5315 of 
title 5, United States Code; and while so 
serving away from home and member's regu
lar place of business, a member may be al
lowed travel expenses, as authorized by the 
Chairman of the Commission. Physicians 
serving as personnel of the Commission may 
be provided a physician comparability allow
ance by the Commission in the same manner 
as Government physicians may be provided 
such an allowance by an agency under sec
tion 5948 of title 5, United States Code, and 
for such purpose subsection (i) of such sec
tion shall apply to the Commission in the 
same manner as it applies to the Tennessee 
Valley Authority. For purposes of pay (other 
than pay of members of the Commission) and 
employment benefits, rights, and privileges, 
all personnel of the Commission shall be 
treated as if they were employees of the 
United States Senate. 

"(6) CHAIRMAN; VICE CHAIRMAN.-The Comp
troller General shall designate a member of 
the Commission, at the time of appointment 
of the member, as Chairman and a member 
as Vice Chairman for that term of appoint
ment. 

" (7) MEETINGS.-The Commission shall 
meet at the call of the Chairman. 

" (d) DIRECTOR AND STAFF; EXPERTS AND 
CONSULTANTS.-Subject to such review as the 
Comptroller General deems necessary to as
sure the efficient administration of the Com
mission, the Commission may-

" (1) employ and fix the compensation of an 
Executive Director (subject to the approval 
of the Comptroller General) and such other 
personnel as may be necessary to carry out 
its duties (without regard to the provisions 
of title 5, United States Code, governing ap
pointments in the competitive service); 

" (2) seek such assistance and support as 
may be required in the performance of its du
ties from appropriate Federal departments 
and agencies; 

"(3) enter into contracts or make other ar
rangements, as may be necessary for the 
conduct of the work of the Commission 
(without regard to section 3709 of the Re
vised Statutes (41 U.S.C. 5)); 

"(4) make advance, progress, and other 
payments which relate to the work of the 
Commission; 

"(5) provide transportation and subsistence 
for persons serving without compensation; 
and 

"(6) prescribe such rules and regulations as 
it deems necessary with respect to the inter
nal organization and operation of the Com
mission. 

"(e) POWERS.-
"(l) OBTAINING OFFICIAL DATA.-The Com

mission may secure directly from any de
partment or agency of the United States in
formation necessary to enable it to carry out 
this section. Upon request of the Chairman, 
the head of that department or agency shall 
furnish that information to the Commission 
on an agreed upon schedule. 

"(2) DATA COLLECTION.-In order to carry 
out its functions, the Commission shall col
lect and assess information 

"(A) utilize existing information, both pub
lished and unpublished, where possible, col
lected and assessed either by its own staff or 
under other arrangements made in accord
ance with this section, 

"(B) carry out, or award grants or con
tracts for, original research and experimen
tation, where existing information is inad
equate, and 

"(C) adopt procedures allowing any inter
ested party to submit information for the 
Commission's use in making reports and rec
ommendations. 

"(3) ACCESS OF GAO TO INFORMATION.-The 
Comptroller General shall have unrestricted 
access to all deliberations, records, and data 
of the -Commission, immediately upon re
quest. 

"(4) PERIODIC AUDIT.-The Commission 
shall be subject to periodic audit by the Gen
eral Accounting Office. 

"(f) AUTHORIZATION OF APPROPRIATIONS.
"(l) REQUEST FOR APPROPRIATIONS.-The 

Commission shall submit requests for appro
priations in the same manner as the Comp
troller General submits requests for appro
priations, but amounts appropriated for the 
Commission shall be separate from amounts 
appropriated for the Comptroller General. 

"(2) AUTHORIZATION.-There are authorized 
to be appropriated such sums as may be nec
essary to carry out the provisions of this sec
tion. 60 percent of such appropriation shall 
be payable from the Federal Hospital Insur
ance Trust Fund, and 40 percent of such ap
propriation shall be payable from the Fed
eral Supplementary Medical Insurance Trust 
Fund.". 

(b) ABOLITION OF PROPAC AND PPRC.
(1) PROPAC.-
(A) IN GENERAL.-Section 1886(e) (42 u.s.c. 

1395ww(e)) is amended-
(i) by striking paragraphs (2) and (6); and 
(ii) in paragraph (3), by striking "(A) The 

Commission" and all that follows through 
"(B)". 

(B) CONFORMING AMENDMENT.-Section 1862 
(42 U.S.C. 1395y) is amended by striking 
"Prospective Payment Assessment Commis
sion" each place it appears in subsection 
(a)(l)(D) and subsection (i) and inserting 
"Medicare Payment Review Commission". 

(2) PPRC.-
(A) IN GENERAL.-Title XVIII is amended 

by striking section 1845 (42 U.S.C. 1395w-l). 
(B) CONFORMING AMENDMENTS.-
(i) Section 1834(b)(2) (42 U.S.C. 1395m(b)(2)) 

is amended by striking "Physician Payment 
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Review Commission" and inserting "Medi
care Payment Review Commission". 

(ii) Section 1842(b) (42 U.S.C. 1395u(b)) is 
amended by striking "Physician Payment 
Review Commission" each place it appears 
in paragraphs (2)(C), (9)(D), and (14)(C)(i) and 
inserting "Medicare Payment Review Com
mission". 

(iii) Section 1848 (42 U.S.C. 1395w@4) is 
amended by striking "Physician Payment 
Review Commission" and inserting "Medi
care Payment Review Commission" each 
place it appears in paragraph (2)(A)(ii), 
(2)(B)(iii), and (5) of subsection (c), sub
section (d)(2)(F), paragraphs (l)(B), (3), and 
(4)(A)of subsection (f), and paragraphs (6)(C) 
and (7)(C) of subsection (g). 

(c) EFFECTIVE DATE; TRANSITION.-
(1) IN GENERAL.-The Comptroller General 

shall first provide for appointment of mem
bers to the Medicare Payment Review Com
mission (in this subsection referred to as 
"MPRC") by not later than March 31, 1996. 

(2) TRANSITION.-Effective on a date (not 
later than 30 days after the date a majority 
of members of the MPRC have first been ap
pointed, the Prospective Payment Assess
ment Commission (in this subsection re
ferred to as "ProPAC") and the Physician 
Payment Review Commission (in this sub
section referred to as "PPRC"), and amend
ments made by subsection (b), are termi
nated. The Comptroller General, to the max
imum extent feasible, shall provide for the 
transfer to the MPRC of assets and staff of 
ProPAC and PPRC, without any loss of bene
fits or seniority by virtue of such transfers. 
Fund balances available to the ProPAC or 
PPRC for any period shall be available to the 
MPRC for such period for like purposes. 

(3) CONTINUING RESPONSIBILITY FOR RE
PORTS.-The MPRC shall be responsible for 
the preparation and submission of reports re
quired by law to be submitted (and which 
have not been submitted by the date of es
tablishment of the MPRC) by the ProPAC 
and PPRC, and, for this purpose, any ref
erence in law to either such Commission is 
deemed, after the appointment of the MPRC, 
to refer to the MPRC. 
SEC. 8032. COMMISSION ON 11IE EFFECT OF 11IE 

BABY BOOM GENERATION ON 11IE 
MEDICARE PROGRAM. 

(a) ESTABLISHMENT.-There is established a 
commission to be known as the Commission 
on the Effect of the Baby Boom Generation 
on the Medicare Program (in this section re
ferred to as the "Commission"). 

(b) DUTIES.-
(1) IN GENERAL.-The Commission shall
(A) examine the financial impact on the 

medicare program of the significant increase 
in the number of medicare eligible individ
uals which will occur beginning approxi
mately during 2010 and lasting for approxi
mately 25 years, and 

(B) make specific recommendations to the 
Congress respecting a comprehensive ap
proach to preserve the medicare program for 
the period during which such individuals are 
eligible for medicare. 

(2) CONSIDERATIONS IN MAKING REC
OMMENDATIONS.-ln making its recommenda
tions, the Commission shall consider the fol
lowing: 

(A) The amount and sources of Federal 
funds to finai:ice the medicare program, in
cluding the potential use of innovative fi
nancing methods. 

(B) The most efficient and effective man
ner of administering the program, including 
the appropriateness of continuing the en
forcement of medicare budget targets under 
section 8701 for fiscal years after fiscal year 

2002 and the appropriate long-term growth 
rates for contributions electing coverage 
under Medicare Choice under part C of title 
XVIII of such Act. 

(C) Methods used by other nations to re
spond to comparable demographic patterns 
in eligibility for health care benefits for el
derly and disabled individuals. 

(D) Modifying age-based eligibility to cor
respond to changes in age-based eligibility 
under the OASDI program. 

(E) Trends in employment-related health 
care for retirees, including the use of medi
cal savings accounts and similar financing 
devices. 

(c) MEMBERSHIP.-
(1) APPOINTMENT.-The Commission shall 

be composed of 15 members appointed as fol
lows: 

(A) The President shall appoint 3 members. 
(B) The Majority Leader of the Senate 

shall appoint, after consultation with the 
minority leader of the Senate, 6 members, of 
whom not more than 4 may be of the same 
political party. 

(C) The Speaker of the House of Represent
atives shall appoint, after consultation with 
the minority leader of the House of Rep
resentatives, 6 members, of whom not more 
than 4 may be of the same political party. 

(2) CHAIRMAN AND VICE CHAIRMAN.-The 
Commission shall elect a Chairman and Vice 
Chairman from among its members. 

(3) V ACANCIES.-Any vacancy in the mem
bership of the Commission shall be filled in 
the manner in which the original appoint
ment was made and shall not affect the 
power of the remaining members to execute 
the duties of the Commission. 

(4) QUORUM.-A quorum shall consist of 8 
members of the Commission, except that 4 
members may conduct a hearing under sub
section (e). 

(5) MEETINGS.-The Commission shall meet 
at the call of its Chairman or a majority of 
its members. 

(6) COMPENSATION AND REIMBURSEMENT OF 
EXPENSES.-Members of the Commission are 
not entitled to receive compensation for 
service on the Commission. Members may be 
reimbursed for travel, subsistence, and other 
necessary expenses incurred in carrying out 
the duties of the Commission. 

(d) STAFF AND CONSULTANTS.-
(1) STAFF.-The Commission may appoint 

and determine the compensation of such 
staff as may be necessary to carry out the 
duties of the Commission. Such appoint
ments and compensation may be made with
out regard to the provisions of title 5, United 
States Code, that govern appointments in 
the competitive services, and the provisions 
of chapter 51 and subchapter III of chapter 53 
of such title that relate to classifications 
and the General Schedule pay rates. 

(2) CONSULTANTS.-The Commission may 
procure such temporary and intermittent 
services of consultants under section 3109(b) 
of title 5, United States Code, as the Com
mission determines to be necessary to carry 
out the duties of the Commission. 

(e) POWERS.-
(1) HEARINGS AND OTHER ACTIVITIES.-For 

the purpose of carrying out its duties, the 
Commission may hold such hearings and un
dertake such other activities as the Commis
sion determines to be necessary to carry out 
its duties. 

(2) STUDIES BY GAO.-Upon the request of 
the Commission, the Comptroller General 
shall conduct such studies or investigations 
as the Commission determines to be nec
essary to carry out its duti.es. 

(3) COST ESTIMATES BY CONGRESSIONAL 
BUDGET OFFICE.-

(A) Upon the request of the Commission, 
the Director of the Congressional Budget Of
fice shall provide to the Commission such 
cost estimates as the Commission deter
mines to be necessary to carry out its duties. 

(B) The Commission shall reimburse the 
Director of the Congressional Budget Office 
for expenses relating to the employment in 
the office of the Director of such additional 
staff as may be necessary for the Director to 
comply with requests by the Commission 
under subparagraph (A). 

(4) DETAIL OF FEDERAL EMPLOYEES.-Upon 
the request of the Commission, the head of 
any Federal agency is authorized to detail, 
without reimbursement, any of the personnel 
of such agency to the Commission to assist 
the Commission in carrying out its duties. 
Any such detail shall not interrupt or other
wise affect the civil service status or privi
leges of the Federal employee. 

(5) TECHNICAL ASSISTANCE.-Upon the re
quest of the Commission, the head of a Fed
eral agency shall provide such technical as
sistance to the Commission as the Commis
sion determines to be necessary to carry out 
its duties. · 

(6) USE OF MAILS.-The Commission may 
use the United States mails in the same 
manner and under the same conditions as 
Federal agencies and shall, for purposes of 
the frank, be considered a commission of 
Congress as described in section 3215 of title 
39, United States Code. 

(7) OBTAINING INFORMATION.-The Commis
sion may secure directly from any Federal 
agency information necessary to enable it to 
carry out its duties, if the information may 
be disclosed under section 552 of title 5, Unit
ed States Code. Upon request of the Chair
man of the Commission, the head of such 
agency shall furnish such information to the 
Commission. 

(8) ADMINISTRATIVE SUPPORT SERVICES.
Upon the request of the Commission, the Ad
ministrator of General Services shall provide 
to the Commission on a reimbursable basis 
such administrative support services as the 
Commission may request. 

(9) ACCEPTANCE OF DONATIONS.-The Com
mission may accept, use, and dispose of gifts 
or donations of services or property. 

(10) PRINTING.-For purposes of costs relat
ing to printing and binding, including the 
cost of personnel detailed from the Govern
ment Printing Office, the Commission shall 
be deemed to be a committee of the Con
gress. 

(f) REPORT.-Not later than May l, 1997, the 
Commission shall submit to Congress a re
port containing its findings and rec
ommendations regarding how to protect and 
preserve the medicare program in a finan
cially solvent manner until 2030 (or, if later, 
throughout the period of projected solvency 
of the Federal Old-Age and Survivors Insur
ance Trust Fund). The report shall include 
detailed recommendations for appropriate 
legislative initiatives respecting how to ac
complish this objective. 

(g) TERMINATION.-The Commission shall 
terminate 60 days after the date of submis
sion of the report required in subsection (f). 

(h) AUTHORIZATION OF APPROPRIATIONS.
There are authorized to be appropriated 
$1,500,000 to carry out this section. Amounts 
appropriated to carry out this section shall 
remain available until expended. 
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PART 5-PREEMPTION OF STATE ANTI

MANAGED CARE LAWS 
SEC. 8041. PREEMPI10N OF STATE LAW RESTRIC· 

TIONS ON MANAGED CARE AR
RANGEMENTS. 

(a) LIMITATION ON RESTRICTIONS ON NET
WORK PLANS.-Effective as of January 1, 
1997-

(1) a State may not prohibit or limit a car
rier or group health plan providing health 
coverage from including incentives for en
rollees to use the services of participating 
providers; 

(2) a State may not prohibit or limit such 
a carrier or plan from limiting coverage of 
services to those provided by a participating 
provider, except as provided in section 1013; 

(3) a State may not prohibit or limit the 
negotiation of rates and forms of payments 
for providers by such a carrier or plan with 
respect to health coverage; 

(4) a State may not prohibit or limit such 
a carrier or plan from limiting the number of 
participating providers; 

(5) a State may not prohibit or limit such 
a carrier or plan from requiring that services 
be provided (or authorized) by a practitioner 
selected by the enrollee from a list of avail
able participating providers or, except for 
services of a physician who specializes in ob
stetrics and gynecology, from requiring en
rollees to obtain referral in order to have 
coverage for treatment by a specialist or 
health institution; and 

(6) a State may not prohibit or limit the 
corporate practice of medicine. 

(b) DEFINITIONS.-In this section: 
(1) MANAGED CARE COVERAGE.-The term 

"managed care coverage" means health cov
erage to the extent the coverage is provided 
through a managed care arrangement (as de
fined in paragraph (3)) that meets the appli
cable requirements of such section. 

(2) PARTICIPATING PROVIDER.-The term 
"participating provider" means an entity or 
individual which provides, sells, or leases 
health care services as part of a provider net
work (as defined in paragraph (4)). 

(3) MANAGED CARE ARRANGEMENT.-The 
term "managed care arrangement" means, 
with respect to a group health plan or under 
health insurance coverage, an arrangement 
under such plan or coverage under which 
providers agree to provide i terns and services 
covered under the arrangement to individ
uals covered under the plan or who have such 
coverage. 

(4) PROVIDER NETWORK.-The term "pro
vider network" means, with respect to a 
group health plan or health insurance cov
erage, providers who have entered into an 
agreement described in paragraph (3). 
SEC. 8042. PREEMPI10N OF STATE LAWS RE

STRICTING UTILIZATION REVIEW 
PROGRAMS. 

(a) IN GENERAL.-Effective January l, 1997, 
no State law or regulation shall prohibit or 
regulate activities under a utilization review 
program (as defined in subsection (b)). 

(b) UTILIZATION REVIEW PROGRAM DE
FINED.-In this section, the term "utilization 
review program" means a system of review
ing the medical necessity and appropriate
ness of patient services (which may include 
inpatient and outpatient services) using 
specified guidelines. Such a system may in
clude preadmission certification, the appli
cation of practice guidelines, continued stay 
review, discharge planning, preauthorization 
of ambulatory procedures, and retrospective 
review. 

(C) EXEMPTION OF LAWS PREVENTING DENIAL 
OF LIFESAVING MEDICAL TREATMENT PENDING 
TRANSFER TO ANOTHER HEALTH CARE PR0-
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VIDER.-Nothing in this subtitle shall be con
strued to invalidate any State law that has 
the effect of preventing involuntary denial of 
life-preserving medical treatment when such 
denial would cause the involuntary death of 
the patient pending transfer of the patient to 
a health care provider willing to provide 
such treatment. 

Subtitle B-Provisions Relating to 
Regulatory Relief 

PART I-PROVISIONS RELATING TO 
PHYSICIAN FINANCIAL RELATIONSHIPS 

SEC. 8101. REPEAL OF PROHIBITIONS BASED ON 
COMPENSATION ARRANGEMENTS. 

(a) IN GENERAL.-Section 1877(a)(2) (42 
U.S.C. 1395nn(a)(2)) is amended by striking 
"is-" and all that follows through "equity," 
and inserting the following: "is (except as 
provided in subsection (c)) an ownership or 
investment interest in the entity through 
equity,''. 

(b) CONFORMING AMENDMENTS.-Section 
1877 (42 U.S.C. 1395nn) is amended as follows: 

(1) In subsection (b)-
(A) in the heading, by striking "TO BOTH 

OWNERSHIP AND COMPENSATION ARRANGEMENT 
PROVISIONS" and inserting "WHERE FINAN
CIAL RELATIONSHIP EXISTS"; and 

(B) by redesignating paragraph (4) as para
graph (7). 

(2) In subsection (c)-
(A) by amending the heading to read as fol

lows: "EXCEPTION. FOR OWNERSHIP OR INVEST
MENT INTEREST IN PUBLICLY TRADED SECURI
TIES AND MUTUAL FUNDS"; and 

(B) in the matter preceding paragraph (1), 
by striking "subsection (a)(2)(A)" and insert
ing "subsection (a)(2)". 

(3) In subsection (d)-
(A) by striking the matter preceding para

graph (1); 
(B) in paragraph (3), by striking "para

graph (1)" and inserting "paragraph (4)"; and 
(C) by redesignating paragraphs (1), (2), and 

(3) as paragraphs (4), (5), and (6), and by 
transferring and inserting such paragraphs 
after paragraph (3) of subsection (b). 

(4) By striking subsection (e). 
(5) In subsection (0(2), as amended by sec

tion 152(a) of the Social Security Act Amend
ments of 1994---

(A) in the matter preceding paragraph (1), 
by striking "ownership, investment, and 
compensation" and inserting "ownership and 
investment"; 

(B) in paragraph (2), by striking "sub
section (a)(2)(A)" and all that follows 
through "subsection (a)(2)(B))," and insert
ing "subsection (a)(2),"; and 

(C) in paragraph (2), by striking "or who 
have such a compensation relationship with 
the entity". 

(6) In subsection (h)-
(A) by striking paragraphs (1), (2), and (3); 
(B) in paragraph (4)(A), by striking clauses 

(iv) and (vi); 
(C) in paragraph (4)(B), by striking 

"RULES.-" and all that follows through "(ii) 
FACULTY" and inserting "RULES FOR FAC
ULTY; and 

(D) by adding at the end of paragraph (4) 
the following new subparagraph: 

"(C) MEMBER OF A GROUP.-A physician is a 
'member' of a group if the physician is an 
owner or a bona fide employee, or both, of 
the group.''. 
SEC. 8102. REVISION OF DESIGNATED HEALTII 

SERVICES SUBJECT TO PROHIBI
TION. 

(a) IN GENERAL.-Section 1877(h)(6) (42 
U.S.C. 1395nn(h)(6)) is amended by striking 
subparagraphs (B) through (K) and inserting 
the following: 

"(B) Items and services furnished by a 
community pharmacy (as defined in para
graph (1)). 

"(C) Magnetic resonance imaging and com
puterized tomography services. 

"(D) Outpatient physical therapy serv
ices.". 

(b) COMMUNITY PHARMACY DEFINED.-Sec
tion 1877(h) (42 U.S.C. 1395nn(h)), as amended 
by section 8101(b)(6), is amended by inserting 
before paragraph (4) the following new para
graph: 

"(1) COMMUNITY PHARMACY.-The term 
'community pharmacy' means any entity li
censed or certified to dispense prescription 
drugs by the State in which the entity is lo
cated (including an entity which dispenses 
such drugs by mail order).". 

(c) CONFORMING AMENDMENTS.-
(!) Section 1877(b)(2) (42 U.S.C. 1395nn(b)(2)) 

is amended in the matter preceding subpara
graph (A) by striking "services" and all that 
follows through "supplies)-" and inserting 
"services-". 

(2) Section 1877(h)(5)(C) (42 U.S.C. 
1395nn(h)(5)(C)) is amended-

(A) by striking ", a request by a radiolo
gist for diagnostic radiology services, and a 
request by a radiation oncologist for radi
ation therapy," and inserting "and a request 
by a radiologist for magnetic resonance im
aging or for computerized tomography", and 

(B) by striking "radiologist, or radiation 
oncologist" and inserting "or radiologist". 
SEC. 8103. DELAY IN IMPLEMENTATION UNTIL 

PROMULGATION OF REGULATIONS. 
(a) IN GENERAL.-Section 13562(b) of OBRA-

1993 (42 U.S.C. 1395nn note) is amended-
(1) in paragraph (1), by striking "paragraph 

(2)" and inserting "paragraphs (2) and (3)"; 
and 

(2) by adding at the end the following new 
paragraph: 

"(3) PROMULGATION OF REGULATIONS.-Not
withstanding paragraphs (1) and (2), the 
amendments made by this section shall not 
apply to any referrals made before the effec
tive date of final regulations promulgated by 
the Secretary of Health and Human Services 
to carry out such amendments.". 

(b) EFFECTIVE DATE.-The amendments 
made by subsection (a) shall take effect as if 
included in the enactment of OBRA-1993. 
SEC. 8104. EXCEPI'IONS TO PROHIBITION. 

(a) REVISIONS TO EXCEPTION FOR IN-OFFICE 
ANCILLARY SERVICES.-

(!) REPEAL OF SITE-OF-SERVICE REQUIRE
MENT.-Section 1877 (42 U.S.C. 1395nn) is 
amended-

(A) by amending subparagraph (A) of sub
section (b)(2) to read as follows: 

"(A) that are furnished personally by the 
referring physician, personally by a physi
cian who is a member of the same group 
practice as the referring physician, or per
sonally by individuals who are under the 
general supervision of the physician or of an
other physician in the group practice, and" , 
and 

(B) by adding at the end of subsection (h) 
the following new paragraph: 

"(7) GENERAL SUPERVISION.-An individual 
is considered to be under the 'general super
vision' of a physician if the physician (or 
group practice of which the physician is a 
member) is legally responsible for the serv
ices performed by the individual and for en
suring that the individual meets licensure 
and certification requirements, if any, appli
cable under other provisions of law, regard
less of whether or not the physician is phys
ically present when the individual furnishes 
an item or service.". 

(2) CLARIFICATION OF TREATMENT OF PHYSI
CIAN OWNERS OF GROUP PRACTICE.-Section 



28822 CONGRESSIONAL RECORD-HOUSE October 20, 1995 
1877(b)(2)(B) (42 U.S.C. 1395nn(b)(2)(B)) is 
amended by strih.ulg "physician or such 
group practice" and inserting "physician, 
such group practice, or the physician owners 
of such group practice". 

(3) CONFORMING AMENDMENT.-Section 
1877(b)(2) (42 U.S.C. 1395nn(b)(2)) is amended 
by amending the heading to read as follows: 
"ANCILLARY SERVICES FURNISHED PERSONALLY 
OR THROUGH GROUP PRACTICE.-". 

(b) CLARIFICATION OF EXCEPTION FOR SERV
ICES FURNISHED IN A RURAL AREA.-Para
graph (5) of section 1877(b) (42 U.S.C. 
1395nn(b)), as transferred by section 
8101(b)(3)(C), is amended by striking "sub
stantially all" and inserting "not less than 
75 percent". 

(c) REVISION OF EXCEPTION FOR CERTAIN 
MANAGED CARE ARRANGEMENTS.-Section 
1877(b)(3) (42 U.S.C. 1395nn(b)(3)) is amended

(1) in the heading by inserting "MANAGED 
CARE ARRANGEMENTS" after "PREPAID 
PLANS"; 

(2) in the matter preceding subparagraph 
(A), by striking "organization-" and insert
ing "organization, directly or through con
tractual arrangements with other entities, 
to individuals enrolled with the organiza
tion-"; 

(3) in subparagraph (A), by inserting "or 
part C" after "section 1876"; 

(4) by striking "or" at the end of subpara
graph (C); 

(5) by striking the period at the end of sub
paragraph (D) and inserting a comma; and 

(6) by adding at the end the following new 
subparagraphs: 

"(E) with a contract with a State to pro
vide services under the State plan under title 
XIX (in accordance with section 1903(m)) or a 
State MediGrant plan under title XXI; or 

"(F) which-
"(i) provides health care items or services 

directly or through one or more subsidiary 
entities or arranges for the provision of 
health care items or services substantially 
through the services of health care providers 
under contract with the organization, and 

"(ii)(l) assumes financial risk for the pro
vision of health services through mecha
nisms (such as capitation, risk pools, with
holds, and per diem payments) or offers its 
network of contract health providers to an 
entity (including self-insured employers and 
indemnity plans) which assumes financial 
risk for the provision of such health services, 
or 

"(II) has in effect a written agreement 
with the provider of services under which the 
provider is at significant financial risk 
(whether through a withhold, capitation, in
centive pool, per diem payments, or similar 
risk sharing arrangement) for the cost or 
utilization of services that the provider is 
obligated to provide.". 

(d) NEW EXCEPTION FOR SHARED FACILITY 
SERVICES.-

(!) IN GENERAL.-Section 1877(b) (42 u.s.c. 
1395nn(b)), as amended by section 
810l(b)(3)(C), is amended-

(A) by redesignating paragraphs (4) 
through (7) as paragraphs (5) through (8); and 

(B) by inserting after paragraph (3) the fol
lowing new paragraph: 

"(4) SHARED FACILITY SERVICES.-ln the 
case of a designated health service consist
ing of a shared facility service of a shared fa
cility-

"(A) that is furnished-
"(i) personally by the referring physician 

who is a shared facility physician or person
ally by an individual directly employed or 
under the general supervision of such a phy
sician, 

"(ii) by a shared facility in a building in 
which the referring physician furnishes sub
stantially all of the services of the physician 
that are unrelated to the furnishing of 
shared facility services, and 

"(iii) to a patient of a shared facility phy
sician; and 

"(B) that is billed by the referring physi
cian or a group practice of which the physi
cian is a member.". 

(2) DEFINITIONS.-Section 1877(h) (42 u.s.c. 
1395nn(h)), as amended by section 810l(b)(6) 
and section 8102(b), is amended by inserting 
after paragraph (1) the following new para
graph: 

"(2) SHARED FACILITY RELATED DEFINI
TIONS.-

"(A) SHARED FACILITY SERVICE.-The term 
'shared facility service' means, with respect 
to a shared facility, a designated health serv
ice furnished by the facility to patients of 
shared facility physicians. 

"(B) SHARED FACILITY.-The term 'shared 
facility' means an entity that furnishes 
shared facility services under a shared facil
ity arrangement. 

"(C) SHARED FACILITY PHYSICIAN.-The 
term 'shared facility physician' means, with 
respect to a shared facility, a physician (or a 
group practice of which the physician is a 
member) who has a financial relationship 
under a shared facility arrangement with the 
facility. 

"(D) SHARED FACILITY ARRANGEMENT.-The 
term 'shared facility arrangement' means, 
with respect to the provision of shared facil
ity services in a building, a financial ar
rangement-

"(i) which is only between physicians who 
are providing services (unrelated to shared 
facility services) in the same building, 

"(ii) in which the overhead expenses of the 
facility are shared, in accordance with meth
ods previously determined by the physicians 
in the arrangement, among the physicians in 
the arrangement, and 

"(iii) which, in the case of a corporation, is 
wholly owned and controlled by shared facil
ity physicians.". 

(e) NEW EXCEPTION FOR SERVICES FUR
NISHED IN COMMUNITIES WITH No ALTER
NATIVE PROVIDERS.-Section 1877(b) (42 
U.S.C. 1395nn(b)), as amended by section 
810l(b)(3)(C) and subsection (d)(l), is amend
ed-

(1) by redesignating paragraphs (5) through 
(8) as paragraphs (6) through (9); and 

(2) by inserting after paragraph (4) the fol
lowing new paragraph: 

"(5) NO ALTERNATIVE PROVIDERS IN AREA.
In the case of a designated health service 
furnished in any area with respect to which 
the Secretary determines that individuals 
residing in the area do not have reasonable 
access to such a designated health service for 
which subsection (a)(l) does not apply.". 

(f) NEW EXCEPTION FOR SERVICES FUR
NISHED IN AMBULATORY SURGICAL CENTERS.
Section 1877(b) (42 U.S.C. 1395nn(b)), as 
amended by section 810l(b)(3)(C), subsection 
(d)(l), and subsection (e)(l), is amended-

(!) by redesignating paragraphs (6) through 
(9) as paragraphs (7) through (10); and 

(2) by inserting after paragraph (5) the fol
lowing new paragraph: 

"(6) SERVICES FURNISHED IN AMBULATORY 
SURGICAL CENTERS.-ln the case of a des
ignated health service furnished in an ambu
latory surgical center described in section 
1832(a)(2)(F)(i). ". 

(g) NEW EXCEPTION FOR SERVICES FUR
NISHED IN RENAL DIALYSIS FACILITIES.-Sec
tion 1877(b) (42 U.S.C. 1395nn(b)), as amended 
by section 810l(b)(3)(C), subsection (d)(l), 

subsection (e)(l), and subsection (f), is 
amended-

(1) by redesignating paragraphs (7) through 
(10) as paragraphs (8) through (11); and 

(2) by inserting after paragraph (6) the fol
lowing new paragraph: 

"(7) SERVICES FURNISHED IN RENAL DIALYSIS 
FACILITIES.-ln the case of a designated 
health service furnished in a renal dialysis 
facility under section 1881. ". 

(h) NEW EXCEPTION FOR SERVICES FUR
NISHED IN A HOSPICE.-Section 1877(b) (42 
U.S.C. 1395nn(b)), as amended by section 
8101(b)(3)(C), subsection (d)(l), subsection 
(e)(l), subsection (f), and subsection (g), is 
amended-

(1) by redesignating paragraphs (8) through 
(11) as paragraphs (9) through (12); and 

(2) by inserting after paragraph (7) the fol
lowing new paragraph: 

"(8) SERVICES FURNISHED BY A HOSPICE PRO
GRAM.-ln the case of a designated health 
service furnished by a hospice program under 
section 186l(dd)(2). ". 

(i) NEW ExCEPTION FOR SERVICES FUR
NISHED IN A COMPREHENSIVE OUTPATIENT RE
HABILITATION FACILITY.-Section 1877(b) (42 
U.S.C. 1395nn(b)), as amended by section 
8101(b)(3)(C), subsection (d)(l), subsection 
(e)(l), subsection (f), subsection (g), and sub
section (h), is amended-

(!) by redesignating paragraphs (9) through 
(12) as paragraphs (10) through (13); and 

(2) by inserting after paragraph (8) the fol
lowing new paragraph: 

"(9) SERVICES FURNISHED IN A COMPREHEN
SIVE OUTPATIENT REHABILITATION FACILITY.
In the case of a designated health service 
furnished in a comprehensive outpatient re
habilitation facility (as defined in section 
1861(cc)(2)).". 

(i) DEFINITION OF REFERRAL.-Section 
1877(h)(5)(A) (42 U.S.C. 1395nn(h)(5)(A)) is 
amended-

(1) by striking "an item or service" and in
serting "a designated health service", and 

(2) by striking "the item or service" and 
inserting "the designated health service". 
SEC. 8105. REPEAL OF REPORTING REQUIRE-

MENTS. 
Section 1877 (42 U.S.C. 1395nn) is amended
(!) by striking subsection (f); and 
(2) by striking subsection (g)(5). 

SEC. 8106. PREEMPTION OF STATE LAW. 
Section 1877 (42 U.S.C. 1395nn) is amended 

by adding at the end the following new sub
section: 

"(i) PREEMPTION OF STATE LAW.-This sec
tion preempts State law to the extent State 
law is inconsistent with this section.". 
SEC. 8107. EFFECTIVE DATE. 

Except as provided in section 8103(b), the 
amendments made by this part shall apply to 
referrals made on or after August 14, 1995, re
gardless of whether or not regulations are 
promulgated to carry out such amendments. 

PART 2-ANTITRUST REFORM 
SEC. 8111. PUBLICATION OF ANTITRUST GUIDE

LINES ON ACTIVITIES OF HEALTH 
PLANS. 

(a) IN GENERAL.-The Attorney General 
shall provide for the development and publi
cation of explicit guidelines on the applica
tion of antitrust laws to the activities of 
health plans. The guidelines shall be de
signed to facilitate development and oper
ation of plans, consistent with the antitrust 
laws. 

(b) REVIEW PROCESS.-The Attorney Gen
eral shall establish a review process under 
which the administrator or sponsor of a 
health plan (or organization that proposes to 
administer or sponsor a health plan) may 
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submit a request to the Attorney General to 
obtain a prompt opinion (but in no event 
later than 90 days after the Attorney General 
receives the request) from the Department of 
Justice on the plan's conformity with the 
Federal antitrust laws. 
SEC. 8112. ISSUANCE OF HEALTII CARE CERTIFI

CATES OF PUBLIC ADVANTAGE. 
(a) ISSUANCE AND EFFECT OF CERTIFICATE.

The Attorney General, after consultation 
with the Secretary, shall issue in accordance 
with this section a certificate of public ad
vantage to each eligible health care collabo
rative activity that complies with the re
quirements in effect under this section on or 
after the expiration of the 1-year period that 
begins on the date of the enactment of this 
Act (without regard to whether or not the 
Attorney General has promulgated regula
tions to carry out this section by such date). 
Such activity, and the parties to such activ
ity, shall not be liable under any of the anti
trust laws for conduct described in such cer
tificate and engaged in by such activity if 
such conduct occurs while such certificate is 
in effect. 

(b) REQUIREMENTS APPLICABLE TO ISSUANCE 
OF CERTIFICATES.-

(1) STANDARDS TO BE MET.-The Attorney 
General shall issue a certificate to an eligi
ble health care collaborative activity if the 
Attorney General finds that-

(A) the benefits that are likely to result 
from carrying out the activity outweigh the 
reduction in competition (if any) that is 
likely to result from the activity, and 

(B) such reduction in competition is nec
essary to obtain such benefits. 

(2) FACTORS TO BE CONSIDERED.-
(A) WEIGHING OF BENEFITS AGAINST REDUC

TION IN COMPETITION.-For purposes of mak
ing the finding described in paragraph (l)(A), 
the Attorney General shall consider whether 
the activity is likely-

(i) to maintain or to increase the quality of 
health care by providing new services not 
currently offered in the relevant market, 

(ii) to increase access to health care, 
(iii) to achieve cost efficiencies that will be 

passed on to heal th care consumers, such as 
economies of scale, reduced transaction 
costs, and reduced administrative costs, that 
cannot be achieved by the provision of avail
able services and facilities in the relevant 
market, 

(iv) to preserve the operation of health 
care facilities located in underserved geo
graphical areas, 

(v) to improve utilization of health care re
sources, and 

(vi) to reduce inefficient health care re
source duplication. 

(B) NECESSITY OF REDUCTION IN COMPETI
TION .-For purposes of making the finding 
described in paragraph (l)(B), the Attorney 
General shall consider-

(i) the ability of the providers of health 
care services that are (or likely to be) af
fected by the health care collaborative activ
ity and the entities responsible for making 
payments to such providers to negotiate so
cietally optimal payment and service ar
rangements, 

(ii) the effects of the health care collabo
rative activity on premiums and other 
charges imposed by the entities described in 
clause (i), and 

(iii) the availability of equally efficient, 
less restrictive alternatives to achieve the 
benefits that are intended to be achieved by 
carrying out the activity. 

(C) ESTABLISHMENT OF CRITERIA AND PROCE
DURES.-Subject to subsections (d) and (e), 
not later than 1 year after the date of the en-

actment of this Act, the Attorney General 
and the Secretary shall establish jointly by 
rule the criteria and procedures applicable to 
the issuance of certificates under subsection 
(a). The rules shall specify the form and con
tent of the application to be submitted to 
the Attorney General to request a certifi
cate, the information required to be submit
ted in support of such application, the proce
dures applicable to denying and to revoking 
a certificate, and the procedures applicable 
to the administrative appeal (if such appeal 
is authorized by rule) of the denial and the 
revocation of a certificate. Such information 
may include the terms of the health care col
laborative activity (in the case of an activity 
in existence as of the time of the applica
tion) and implementation plan for the col
laborative activity. 

(d) ELIGIBLE HEALTH CARE COLLABORATIVE 
ACTIVITY.-To be an eligible health care col
laborative activity for purposes of this sec
tion, a health care collaborative activity 
shall submit to the Attorney General an ap
plication that complies with the rules in ef
fect under subsection (c) and that includes-

(1) an agreement by the parties to the ac
tivity that the activity will not foreclose 
competition by entering into contracts that 
prevent health care providers from providing 
health care in competition with the activity, 

(2) an agreement that the activity will sub
mit to the Attorney General annually a re
port that describes the operations of the ac
tivity and information regarding the impact 
of the activity on health care and on com
petition in health care, and 

(3) an agreement that the parties to the ac
tivity will notify the Attorney General and 
the Secretary of the termination of the ac
tivity not later than 30 days aftei· such ter
mination occurs. 

(e) REVIEW OF APPLICATIONS FOR CERTIFI
CATES.-Not later than 90 days after an eligi
ble health care collaborative activity sub
mits to the Attorney General an application 
that complies with the rules in effect under 
subsection (c) and with subsection (d), the 
Attorney General shall issue or deny the is
suance of such certificate. If, before the expi
ration of such 90-day period, the Attorney 
General may extend the time for issuance for 
good cause. 

(f) REVOCATION OF CERTIFICATE.-Whenever 
the Attorney General finds that a health 
care collaborative activity with respect to 
which a certificate is in effect does not meet 
the standards specified in subsection (b), the 
Attorney General shall revoke such certifi
cate. 

(g) WRITTEN REASONS; JUDICIAL REVIEW.
(1) DENIAL AND REVOCATION OF CERTIFI

CATES.-If the Attorney General denies an 
application for a certificate or revokes a cer
tificate, the Attorney General shall include 
in the notice of denial or revocation a state
ment of the reasons relied upon for the de
nial or revocation of such certificate. 

(2) JUDICIAL REVIEW.-
(A) AFTER ADMINISTRATIVE PROCEEDING.-(i) 

If the Attorney General denies an applica
tion submitted or revokes a certificate is
sued under this section after an opportunity 
for hearing on the record, then any party to 
the health care collaborative activity in
volved may commence a civil action, not 
later than 60 days after receiving notice of 
the denial or revocation, in an appropriate 
district court of the United States for review 
of the record of such denial or revocation. 

(ii) As part of the Attorney General's an
swer, the Attorney General shall file in such 
court a certified copy of the record on which 
such denial or revocation is based. The find-

ings of fact of the Attorney General may be 
set aside only if found to be unsupported by 
substantial evidence in such record taken as 
a whole. 

(B) DENIAL OR REVOCATION WITHOUT ADMIN
ISTRATIVE PROCEEDING.-If the Attorney Gen
eral denies an application submitted or re
vokes a certificate issued under this section 
without an opportunity for hearing on the 
record, then any party to the health care 
collaborative activity involved may com
mence a civil action, not later than 60 days 
after receiving notice of the denial or rev
ocation, in an appropriate district court of 
the United States for de novo review of such 
denial or revocation. 

(h) EXEMPTION.-A person shall not be lia
ble under any of the antitrust laws for con
duct necessary-

(1) to prepare, agree to prepare, or attempt 
to agree to prepare an application to request 
a certificate under this section, or 

(2) to attempt to enter into any health 
care collaborative activity with respect to 
which such a certificate is in effect. 

(i) DEFINITIONS.-In this section: 
(1) The term "certificate" means a certifi

cate of public advantage authorized to be is
sued under subsection (a). 

(2) The term "health care collaborative ac
tivity" means an agreement (whether exist
ing or proposed) between 2 or more providers 
of health care services that is entered into 
solely for the purpose of sharing in the provi
sion and coordination of health care services 
and that involves substantial integration 
and financial risk-sharing between the par
ties, but does not include the exchanging of 
information, the entering into of any agree
ment, or the engagement in any other con
duct that is not reasonably required to carry 
out such agreement. 

(3) The term "health care services" in
cludes services related to the delivery or ad
ministration of health care services. 

(4) The term "liable" means liable for any 
civil or criminal violation of the antitrust 
laws. 

(5) The term "provider of health care serv
ices" means any individual or entity that is 
engaged in the delivery of health care serv
ices in a State and that is required by State 
law or regulation to be licensed or certified 
by the State to engage in the delivery of 
such services in the State. 
SEC. 8113. STUDY OF IMPACT ON COMPETITION. 

The Attorney General, in consultation 
with the Chairman of the Federal Trade 
Commission, annually shall submit to the 
Congress a report as part of the annual budg
et oversight proceedings concerning the 
Antitrust Division of the Department of Jus
tice. The report shall enable the Congress to 
determine how enforcement of antitrust laws 
is affecting the formation of efficient, cost
saving joint ventures and if the certificate of 
public advantage procedure set forth in sec
tion 8112 has resulted in undesirable reduc
tion in competition in the health care mar
ketplace. The report shall include an evalua
tion of the factors set forth in paragraphs 
(2)(A) and (2)(B) of section 8112(b). 
SEC. 8114. ANTITRUST EXEMPTION. 

The antitrust laws shall not apply with re
spect to-

(1) the merger of, or the attempt to merge, 
2 or more hospitals, 

(2) a contract entered into solely by 2 or 
more hospitals to allocate hospital services, 
or 

(3) the attempt by only 2 or more hospitals 
to enter into a contract to allocate hospital 
services, 
if each of such hospitals satisfies all of the 
requirements of section 8115 at the time such 
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hospitals engage in the conduct described in 
paragraph (1), (2), or (3), as the case may be. 
SEC. 8115. REQUIREMENTS. 

The requirements referred to in section 
8114 are as follows: 

(1) The hospital is located outside of a city, 
or in a city that has less than 150,000 inhab
itants, as determined in accordance with the 
most recent data available from the Bureau 
of the Census. 

(2) In the most recently concluded calendar 
year, the hospital received more than 40 per
cent of its gross revenue from payments 
made under Federal programs. 

(3) There is in effect with respect to the 
hospital a certificate issued by the Health 
Care Financing Administration specifying 
that such Administration has determined 
that Federal expenditures would be reduced, 
consumer costs would not increase, and ac
cess to heal th care services would not be re
duced, if the hospital and the other hospitals 
that requested such certificate merge, or al
locate the hospital services specified in such 
request, as the case may be. 
SEC. 8118. DEFINITION. 

For purposes of this subtitle, the term 
'antitrust laws' has the meaning given such 
term in subsection (a) of the first section of 
the Clayton Act (15 U.S.C. 12), except that 
such term includes section 5 of the Federal 
Trade Commission Act (15 U.S.C. 45) to the 
extent that such section 5 applies with re
spect to unfair methods of competition. 

PART 3-MALPRACTICE REFORM 
Subpart A-Uniform Standards for 

Malpractice Claims 
SEC. 8121. APPLICABILITY. 

Except as provided in section 8131, this 
subpart shall apply to any medical mal
practice liability action brought in a Federal 
or State court, and to any medical mal
practice claim subject to an alternative dis
pute resolution system, that is initiated on 
or after January 1, 1996. 
SEC. 8122. REQUIREMENT FOR INITIAL RESOLU

TION OF ACTION THROUGH ALTER
NATIVE DISPUTE RESOLUTION. 

(a) IN GENERAL.-
(1) STATE CASES.-A medical malpractice 

liability action may not be brought in any 
State court during a calendar year unless 
the medical malpractice liability claim that 
is the subject of the action has been initially 
resolved under an alternative dispute resolu
tion system certified for the year by the Sec
retary under section 8132(a), or, in the case 
of a State in which such a system is not in 
effect for the year, under the alternative 
Federal system established under section 
8132(b). 

(2) FEDERAL DIVERSITY ACTIONS.-A medical 
malpractice liability action may not be 
brought in any Federal court under section 
1332 of title 28, United States Code, during a 
calendar year unless the medical mal
practice liability claim that is the subject of 
the action has been initially resolved under 
the alternative dispute resolution system re
ferred to in paragraph (1) that applied in the 
State whose law applies in such action. 

(3) CLAIMS AGAINST UNITED STATES.-
(A) ESTABLISHMENT OF PROCESS FOR 

CLAIMS.-The Attorney General shall estab
lish an alternative dispute resolution process 
for the resolution of tort claims consisting of 
medical malpractice liability claims brought 
against the United States under chapter 171 
of title 28, United States Code. Under such 
process, the resolution of a claim shall occur 
after the completion of the administrative 
claim process applicable to the claim under 
section 2675 of such title. 

(B) REQUIREMENT FOR INITIAL RESOLUTION 
UNDER PROCESS.-A medical malpractice li
ability action based on a medical mal
practice liability claim described in subpara
graph (A) may not be brought in any Federal 
court unless the claim has been initially re
solved under the alternative dispute resolu
tion process established by the Attorney 
General under such subparagraph. 

(b) INITIAL RESOLUTION OF CLAIMS UNDER 
ADR.-For purposes of subsection (a), an ac
tion is "initially resolved" under an alter
native dispute resolution system if-

(1) the ADR reaches a decision on whether 
the defendant is liable to the plaintiff for 
damages; and 

(2) if the ADR determines that the defend
ant is liable, the ADR reaches a decision on 
the amount of damages assessed against the 
defendant. 

(c) PROCEDURES FOR FILING ACTIONS.-
(1) NOTICE OF INTENT TO CONTEST DECI

SION.-Not later than 60 days after a decision 
is issued with respect to a medical mal
practice liability claim under an alternative 
dispute resolution system, each party af
fected by the decision shall submit a sealed 
statement to a court of competent jurisdic
tion indicating whether or not the party in
tends to contest the decision. 

(2) DEADLINE FOR FILING ACTION.-A medi
cal malpractice liability action may not be 
brought by a party unless-

(A) the party has filed the notice of intent 
required by paragraph (1); and 

(B) the party files the action in a court of 
competent jurisdiction not later than 90 days 
after the decision resolving the medical mal
practice liability claim that is the subject of 
the action is issued under the applicable al
ternative dispute resolution system. 

(3) COURT OF COMPETENT JURISDICTION.-For 
purposes of this subsection, the term "court 
of competent jurisdiction" means--

(A) with respect to actions filed in a State 
court, the appropriate State trial court; and 

(B) with respect to actions filed in a Fed
eral court, the appropriate United States dis
trict court. 

(d) LEGAL EFFECT OF UNCONTESTED ADR 
DECISION.-The decision reached under an al
ternative dispute resolution system shall, for 
purposes of enforcement by a court of com
petent jurisdiction, have the same status in 
the court as the verdict of a medical mal
practice liability action adjudicated in a 
State or Federal trial court. The previous 
sentence shall not apply to a decision that is 
contested by a party affected by the decision 
pursuant to subsection (c)(l). 
SEC. 8123. OPTIONAL APPLICATION OF PRACTICE 

GUIDELINES. 
(a) DEVELOPMENT AND CERTIFICATION OF 

GUIDELINES.-Each State may develop, for 
certification by the Secretary, a set of spe
cialty clinical practice guidelines, based on 
recommended guidelines from national spe
cialty societies, to be updated annually. In 
the absence of recommended guidelines from 
such societies, each State may develop such 
guidelines based on such criteria as the 
State considers appropriate (including based 
on recommended guidelines developed by the 
Agency for Health Care Policy and Re
search). 

(b) PROVISION OF HEALTH CARE UNDER 
GUIDELINES.-Notwithstanding any other 
provision of law, in any medical malpractice 
liability action arising from the conduct of a 
health care provider or health care profes
sional, if such conduct was in accordance 
with a guideline developed by the State in 
which the conduct occurred and certified by 
the Secretary under subsection (a), the 
guideline-

(1) may be introduced by any party to the 
action (including a health care provider, 
health care professional, or patient); and 

(2) if introduced, shall establish a rebutta
ble presumption that the conduct was in ac
cordance with the appropriate standard of 
medical care, which may only be overcome 
by the presentation of clear and convincing 
evidence on behalf of the party against 
whom the presumption operates. 
SEC. 8124. TREATMENT OF NONECONOMIC AND 

PUNITIVE DAMAGES. 
(a) LIMITATION ON NONECONOMIC DAM

AGES.-The total amount of noneconomic 
damages that may be awarded to a claimant 
and the members of the claimant's family 
for losses resulting from the injury which is 
the subject of a medical malpractice liability 
action may not exceed $500,000, regardless of 
the number of parties against whom the ac
tion is brought or the number of actions 
brought with respect to the injury. 

(b) No AWARD OF PUNITIVE DAMAGES 
AGAINST MANUFACTURER OF MEDICAL PROD
UCT.-In the case of a medical malpractice li
ability action in which the plaintiff alleges a 
claim against the manufacturer of a medical 
product, no punitive or exemplary damages 
may be awarded against such manufacturer. 

(C) JOINT AND SEVERAL LIABILITY FOR NON
ECONOMIC DAMAGES.-The liability of each 
defendant for noneconomic damages shall be 
several only and shall not be joint, and each 
defendant shall be liable only for the amount 
of noneconomic damages allocated to the de
fendant in direct proportion to the defend
ant's percentage of responsibility (as deter
mined by the trier of fact). 

(d) USE OF PUNITIVE DAMAGE AWARDS FOR 
OPERATION OF ADR SYSTEMS IN STATES.-

(1) IN GENERAL.-The total amount of any 
punitive damages awarded in a medical mal
practice liability action shall be paid to the 
State in which the action is brought (or, in 
a case brought in Federal court, in the State 
in which the health care services that caused 
the injury that is the subject of the action 
were provided), and shall be used by the 
State solely to implement and operate the 
State alternative dispute resolution system 
certified by the Secretary under section 8132 
(except as provided in paragraph (2)). 

(2) USE OF REMAINING AMOUNTS FOR PRO
VIDER LICENSING AND DISCIPLINARY ACTIVI
TIES.-If the amount of punitive damages 
paid to a State under paragraph (1) for a year 
is greater than the State's costs of imple
menting and operating the State alternative 
dispute resolution system during the year, 
the balance of such punitive damages paid to 
the State shall be used solely to carry out 
activities to assure the safety and quality of 
health care services provided in the State, 
including (but not limited to)-

(A) licensing or certifying health care pro
fessionals and health care providers in the 
State; and 

(B) carrying out programs to reduce mal
practice-related costs for providers vol
unteering to provide services in medically 
underserved areas. 

(3) MAINTENANCE OF EFFORT.-A State shall 
use any amounts paid pursuant to paragraph 
(1) to supplement and not to replace amounts 
spent by the State for implementing and op
erating the State alternative dispute resolu
tion system or carrying out the activities de
scribed in paragraph (2). 

(e) DRUGS AND DEVICES.-
(l)(A) Punitive damages shall not be 

awarded against a manufacturer or product 
seller of a drug (as defined in section 201(g)(l) 
of the Federal Food, Drug, and Cosmetic Act 
(21 U.S.C. 321(g)(l)) or medical device (as de
fined in section 201(h) of the Federal Food, 
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Drug, and Cosmetic Act (21 U.S.C. 32l(h)) 
which caused the claimant's harm where-

(i) such drug or device was subject to pre
market approval by the Food and Drug Ad
ministration with respect to the safety of 
the formulation or performance of the aspect 
of such drug or device which caused the 
claimant's harm or the adequacy of the 
packaging or labeling of such drug or device, 
and such drug was approved by the Food and 
Drug Administration; or 

(ii) the drug is generally recognized as safe 
and effective pursuant to conditions estab
lished by the Food and Drug Administration 
and applicable regulations, including pack
aging and labeling regulations. 

(B) Subparagraph (A) shall not apply in 
any case in which the defendant, before or 
after premarket approval of a drug or de
vice-

(i) intentionally and wrongfully withheld 
from or misrepresented to the Food and Drug 
Administration information concerning such 
drug or device required to be submitted 
under the Federal Food, Drug, and Cosmetic 
Act (21 U.S.C. 301 et seq.) or section 351 of the 
Public Health Service Act (42 U.S.C. 262) that 
is material and relevant to the harm suffered 
by the claimant, or 

(ii) made an illegal payment to an official 
or employee of the Food and Drug Adminis
tration for the purpose of securing or main
taining approval of such drug or device. 

(2) PACKAGING.-In a product liability ac
tion for harm which is alleged to relate to 
the adequacy of the packaging (or labeling 
relating to such packaging) of a drug which 
is required to have tamper-resistant packag
ing under regulations of the Secretary of 
Health and Human Services (including label
ing regulations related to such packaging), 
the manufacturer of the drug shall not be 
held liable for punitive damages unless the 
drug is found by the court by clear and con
vincing evidence to be substantially out of 
compliance with such regulations. 
SEC. 8125. PERIODIC PAYMENTS FOR FUTURE 

WSSES. 
(a) IN GENERAL.-In any medical mal

practice liability action in which the dam
ages awarded for future economic loss ex
ceeds $100,000, a defendant may not be re
quired to pay such damages in a single, 
lump-sum payment, but may be permitted to 
make such payments on a periodic basis. The 
periods for such payments shall be deter
mined by the court, based upon projections 
of when such expenses are likely to be in
curred. 

(b) WAIVER.-A court may waive the appli
cation of subsection (a) with respect to a de
fendant if the court determines that it is not 
in the best interests of the plaintiff to re
ceive payments for damages on such a peri
odic basis. 
SEC. 8126. TREATMENT OF ATTORNEY'S FEES 

AND OTHER COSTS. 
(a) REQUIRING PARTY CONTESTING ADR 

RULING TO PAY ATTORNEY'S FEES AND OTHER 
COSTS.-

(1) IN GENERAL.-The court in a medical 
malpractice liability action shall require the 
party that (pursuant to section 8122(c)(l)) 
contested the ruling of the alternative dis
pute resolution system with respect to the 
medical malpractice liability claim that is 
the subject of the action to pay to the oppos
ing party the costs incurred by the opposing 
party under the action, including attorney's 
fees, fees paid to expert witnesses, and other 
litigation expenses (but not including court 
costs, filing fees, or other expenses paid di
rectly by the party to the court, or any fees 
or costs associated with the resolution of the 

claim under the alternative dispute resolu
tion system), but only if-

(A) in the case of an action in which the 
party that contested the ruling is the claim
ant, the amount of damages awarded to the 
party under the action is less than the 
amount of damages awarded to the party 
under the ADR system; and 

(B) in the case of an action in which the 
party that contested the ruling is the defend
ant, the amount of damages assessed against 
the party under the action is greater than 
the amount of damages assessed under the 
ADR system. 

(2) EXCEPTIONS.-Paragraph (1) shall not 
apply if-

(A) the party contesting the ruling made 
under the previous alternative dispute reso
lution system shows that-

(i) the ruling was procured by corruption, 
fraud, or undue means, 

(ii) there was partiality or corruption 
under the system, 

(iii) there was other misconduct under the 
system that materially prejudiced the par
ty's rights, or 

(iv) the ruling was based on an error of law; 
(B) the party contesting the ruling made 

under the alternative dispute resolution sys
tem presents new evidence before the trier of 
fact that was not available for presentation 
under the ADR system; 

(C) the medical malpractice liability ac
tion raised a novel issue of law; or 

(D) the court finds that the application of 
such paragraph to a party would constitute 
an undue hardship, and issues an order 
waiving or modifying the application of such 
paragraph that specifies the grounds for the 
court's decision. 

(3) LIMIT ON ATTORNEYS' FEES PAID.-Attor
neys' fees that are required to be paid under 
paragraph (1) by the contesting party shall 
not exceed the amount of the attorneys' fees 
incurred by the contesting party in the ac
tion. If the attorneys' fees of the contesting 
party are based on a contingency fee agree
ment, the amount of attorneys' fees for pur
poses of the preceding sentence shall not ex
ceed the reasonable value of those services. 

(4) RECORDS.-In order to receive attor
neys' fees under paragraph (1), counsel of 
record in the medical malpractice liability 
action involved shall maintain accurate, 
complete records of hours worked on the ac
tion, regardless of the fee arrangement with 
the client involved. 

(b) CONTINGENCY FEE DEFINED.-As used in 
this section, the term "contingency fee" 
means any fee for professional legal services 
which is, in whole or in part, contingent 
upon the recovery of any amount of dam
ages, whether through judgment or settle
ment. 
SEC. 8127. UNIFORM STATUl'E OF LIMITATIONS. 

(a) IN GENERAL.-Except as provided in 
subsection (b), no medical malpractice claim 
may be initiated after the expiration of the 
2-year period that begins on the date on 
which the alleged injury that is the subject 
of such claim was discovered, but in no event 
may such a claim be initiated after the expi
ration of the 4-year period that begins on the 
date on which the alleged injury that is the 
subject of such claim occurred. 

(b) EXCEPTION FOR MINORS.-In the case of 
an alleged injury suffered by a minor who 
has not attained 6 years of age, a medical 
malpractice claim may not be initiated after 
the expiration of the 2-year period that be
gins on the date on which the alleged injury 
that is the subject of such claim was discov
ered or should reasonably have been discov
ered, but in no event may such a claim be 

initiated after the date on which the minor 
attains 12 years of age. 
SEC. 8128. SPECIAL PROVISION FOR CERTAIN OB

STETRIC SERVICES. 
(a) IN GENERAL.-In the case of a medical 

malpractice claim relating to services pro
vided during labor or the delivery of a baby, 
if the health care professional or health care 
provider against whom the claim is brought 
did not previously treat the claimant for the 
pregnancy, the trier of fact may not find 
that such professional or provider committed 
malpractice and may not assess damages 
against such professional or provider unless 
the malpractice is proven by clear and con
vincing evidence. 

(b) APPLICABILITY TO GROUP PRACTICES OR 
AGREEMENTS AMONG PROVIDERS.-For pur
poses of subsection (a), a health care profes
sional shall be considered to have previously 
treated an individual for a pregnancy if the 
professional is a member of a group practice 
whose members previously treated the indi
vidual for the pregnancy or is providing serv
ices to the individual during labor or the de
livery of a baby pursuant to an agreement 
with another professional. 
SEC. 8129. JURISDICTION OF FEDERAL COURTS. 

Nothing in this subpart shall be construed 
to establish any jurisdiction over any medi
cal malpractice liability action in the dis
trict courts of the United States on the basis 
of sections 1331 or 1337 of title 28, United 
States Code. 
SEC. 8130. PREEMPTION. 

(a) IN GENERAL.-The prov1s1ons of this 
subpart shall preempt any State law to the 
extent such law is inconsistent with such 
provisions, except that the provisions of this 
subpart shall not preempt any State law 
that provides for defenses or places limita
tions on a person's liability in addition to 
those contained in this part, places greater 
limitations on the amount of attorneys' fees 
that can be collected, or otherwise imposes 
greater restrictions than those provided in 
this part. 

(b) EFFECT ON SOVEREIGN IMMUNITY AND 
CHOICE OF LAW OR VENUE.-Nothing in this 
subpart shall be construed to--

(1) waive or affect any defense of sovereign 
immunity asserted by any State under any 
provision of law; 

(2) waive or affect any defense of sovereign 
immunity asserted by the United States; 

(3) affect the applicability of any provision 
of the Foreign Sovereign Immunities Act· of 
1976; 

(4) preempt State choice-of-law rules with 
respect to claims brought by a foreign nation 
or a citizen of a foreign nation; or 

(5) affect the right of any court to transfer 
venue or to apply the law of a foreign nation 
or to dismiss a claim of a foreign nation or 
of a citizen of a foreign nation on the ground 
in inconvenient forum. 
Subpart B-Requirements for State Alter

native Dispute Resolution Systems (ADR) 
SEC. 8131. BASIC REQUIREMENTS. 

(a) IN GENERAL.-A State's alternative dis
pute resolution system meets the require
ments of this section if the system-

(1) applies to all medical malpractice li
ability claims under the jurisdiction of the 
courts of that State; 

(2) requires that a written opinion resolv
ing the dispute be issued not later than 6 
months after the date by which each party 
against whom the claim is filed has received 
notice of the claim (other than in excep
tional cases for which a longer period is re
quired for the issuance of such an opinion), 
and that the opinion contain-
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(A) findings of fact relating to the dispute, 

and 
(B) a description of the costs incurred in 

resolving the dispute under the system (in
cluding any fees paid to the individuals hear
ing and resolving the claim), together with 
an appropriate assessment of the costs 
against any of the parties; 

(3) requires individuals who hear and re
solve claims under the system to meet such 
qualifications as the State may require (in 
accordance with regulations of the Sec
retary); 

(4) is approved by the State or by local 
governments in the State; 

(5) with respect to a State system that 
consists of multiple dispute resolution proce
dures-

(A) permits the parties to a dispute to se
lect the procedure to be used for the resolu
tion of the dispute under the system, and 

(B) if the parties do not agree on the proce
dure to be used for the resolution of the dis
pute, assigns a particular procedure to the 
parties; 

(6) provides for the transmittal to the 
State agency responsible for monitoring or 
disciplining health care professionals and 
health care providers of any findings made 
under the system that such a professional or 
provider committed malpractice, unless, dur
ing the 90-day period beginning on the date 
the system resolves the claim against the 
professional or provider, the professional or 
provider brings an action contesting the de
cision made under the system; and 

(7) provides for the regular transmittal to 
the Administrator for Health Care Policy 
and Research of information on disputes re
solved under the system, in a manner that 
assures that the identity of the parties to a 
dispute shall not be revealed. 

(b) APPLICATION OF MALPRACTICE LIABILITY 
STANDARDS TO ALTERNATIVE DISPUTE RESO
LUTION.-The provisions of subpart A (other 
than section 8122) shall apply with respect to 
claims brought under a State alternative dis
pute resolution system or the alternative 
Federal system in the same manner as such 
provisions apply with respect to medical 
malpractice liability actions brought in the 
State. 
SEC. 8132. CERTIFICATION OF STATE SYSTEMS; 

APPLICABILITY OF ALTERNATIVE 
FEDERAL SYSTEM. 

(a) CERTIFICATION.-
(1) IN GENERAL.-Not later than October 1 

of each year (beginning with 1995), the Sec
retary, in consultation with the Attorney 
General, shall determine whether a State's 
alternative dispute resolution system meets 
the requirements of this subpart for the fol
lowing calendar year. 

(2) BASIS FOR CERTIFICATION.-The Sec
retary shall certify a State's alternative dis
pute resolution system under this subsection 
for a calendar year if the Secretary deter
mines under paragraph (1) that the system 
meets the requirements of section 8131, in
cluding the requirement described in section 
8124 that punitive damages awarded under 
the system are paid to the State for the uses 
described in such section. 

(b) APPLICABILITY OF ALTERNATIVE FED
ERAL SYSTEM.-

(1) ESTABLISHMENT AND APPLICABILITY.
Not later than October 1, 1995, the Secretary, 
in consultation with the Attorney General, 
shall establish by rule an alternative Federal 
ADR system fo.r the resolution of medical 
malpractice liability claims during a cal
endar year in States that do not have in ef
fect an alternative dispute resolution system 
certified under subsection (a) for the year. 

(2) REQUIREMENTS FOR SYSTEM.-Under the 
alternative Federal ADR system established 
under paragraph (1)-

(A) paragraphs (1), (2), (6), and (7) of section 
8131(a) shall apply to claims brought under 
the system; 

(B) if the system provides for the resolu
tion of claims through arbitration, the 
claims brought under the system shall be 
heard and resolved by arbitrators appointed 
by the Secretary in consultation with the 
Attorney General; and 

(C) with respect to a State in which the 
system is in effect, the Secretary may (at 
the State's request) modify the system to 
take into account the existence of dispute 
resolution procedures in the State that af
fect the resolution of medical malpractice li
ability claims. 

(3) TREATMENT OF STATES WITH ALTER
NATIVE SYSTEM IN EFFECT.-If the alternative 
Federal ADR system established under this 
subsection is applied with respect to a State 
for a calendar year, the State shall make a 
payment to the United States (at such time 
and in such manner as the Secretary may re
quire) in an amount equal to 110 percent of 
the costs incurred by the United States dur
ing the year as a result of the application of 
the system with respect to the State. 
SEC. 8133. REPORTS ON IMPLEMENTATION AND 

EFFECTIVENESS OF ALTERNATIVE 
DISPUTE RESOLUTION SYSTEMS. 

(a) IN GENERAL.-Not later than 5 years 
after the date of the enactment of this Act, 
the Secretary shall prepare and submit to 
the Congress a report describing and evaluat
ing State alternative dispute resolution sys
tems operated pursuant to this subpart and 
the alternative Federal system established 
under section 8132(b). 

(b) CONTENTS OF REPORT.-The Secretary 
shall include in the report prepared and sub
mitted under subsection (a)-

(1) information on-
(A) the effect of the alternative dispute 

resolution systems on the cost of health care 
within each State, 

(B) the impact of such systems on the ac
cess of individuals to health care within the 
State, and 

(C) the effect of such systems on the qual
ity of health care provided within the State; 
and 

(2) to the extent that such report does not 
provide information on no-fault systems op
erated by States as alternative dispute reso
lution systems pursuant to this part, an 
analysis of the feasibility and desirability of 
establishing a system under which medical 
malpractice liability claims shall be resolved 
on a no-fault basis. 

Subpart C-Def'mitions 
SEC. 8141. DEFINITIONS. 

As used in this part: 
(1) ALTERNATIVE DISPUTE RESOLUTION SYS

TEM.-The term "alternative dispute resolu
tion system" means a system that is enacted 
or adopted by a State to resolve medical 
malpractice claims other than through a 
medical malpractice liability action. 

(2) CLAIMANT.-The term "claimant" 
means any person who brings a health care 
liability action and, in the case of an individ
ual who is deceased, incompetent, or a 
minor, the person on whose behalf such an 
action is brought. 

(3) CLEAR AND CONVINCING EVIDENCE.-The 
term "clear and convincing evidence" is that 
measure or degree of proof that will produce 
in the mind of the trier of fact a firm belief 
or conviction as to the truth of the allega
tions sought to be established, except that 
such measure or degree of proof is more than 

that required under preponderance of the 
evidence, but less than that required for 
proof beyond a reasonable doubt. 

(4) ECONOMIC DAMAGES.-The term "eco
nomic damages" means damages paid to 
compensate an individual for losses for hos
pital and other medical expenses, lost wages, 
lost employment, and other pecuniary losses. 

(5) HEALTH CARE PROFESSIONAL.-The term 
"health care professional" means any indi
vidual who provides health care services in a 
State and who is required by State law or 
regulation to be licensed or certified by the 
State to provide such services in the State. 

(6) HEALTH CARE PROVIDER.-The term 
"heal th care provider" means any organiza
tion or institution that is engaged in the de
livery of health care services in a State that 
is required by State law or regulation to be 
licensed or certified by the State to engage 
in the delivery of such services in the State. 

(7) INJURY.-The term "injury" means any 
illness, disease, or other harm that is the 
subject of a medical malpractice claim. 

(8) MEDICAL MALPRACTICE LIABILITY AC
TION .-The term "medical malpractice liabil
ity action" means any civil action brought 
pursuant to State law in which a plaintiff al
leges a medical malpractice claim against a 
health care provider or health care profes
sional, but does not include any action in 
which the plaintiff's sole allegation is an al
legation of an intentional tort. 

(9) MEDICAL MALPRACTICE CLAIM.-The term 
"medical malpractice claim" means any 
claim relating to the provision of (or the 
failure to provide) health care services or the 
use of a medical product, without regard to 
the theory of liability asserted, and includes 
any third-party claim, cross-claim, counter
claim, or contribution claim in a medical 
malpractice liability action. 

(10) MEDICAL PRODUCT.-
(A) IN GENERAL.-The term "medical prod

uct" means, with respect to the allegation of 
a claimant, a drug (as defined in section 
201(g)(l) of the Federal Food, Drug, and Cos
metic Act (21 U.S.C. 321(g)(l)) or a medical 
device (as defined in section 201(h) of the 
Federal Food, Drug, and Cosmetic Act (21 
u.s.c. 321(h)) if-

(i) such drug or device was subject to pre
market approval under section 505, 507, or 515 
of the Federal Food, Drug, and Cosmetic Act 
(21 U.S.C. 355, 357, or 360e) or section 351 of 
the Public Health Service Act (42 U.S.C. 262) 
with respect to the safety of the formulation 
or performance of the aspect of such drug or 
device which is the subject of the claimant's 
allegation or the adequacy of the packaging 
or labeling of such drug or device, and such 
drug or device is approved by the Food and 
Drug Administration; or 

(ii) the drug or device is generally recog
nized as safe and effective under regulations 
issued by the Secretary of Heal th and 
Human Services under section 201(p) of the 
Federal Food, Drug, and Cosmetic Act (21 
u.s.c. 321(p)). 

(B) EXCEPTION IN CASE OF MISREPRESENTA
TION OR FRAUD.-Notwithstanding subpara
graph (A), the term "medical product" shall 
not include any product described in such 
subparagraph if the claimant shows that the 
product is approved by the Food and Drug 
Administration for marketing as a result of 
withheld information, misrepresentation, or 
an illegal payment by manufacturer of the 
product. 

(11) NONECONOMIC DAMAGES.-The term 
"noneconomic damages" means damages 
paid to compensate an individual for losses 
for physical and emotional pain, suffering, 
inconvenience, physical impairment, mental 
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anguish, disfigurement, loss of enjoyment of 
life, loss of consortium, and other nonpecu
niary losses, but does not include punitive 
damages. 

(12) PUNITIVE DAMAGES.-The term "puni
tive damages" means compensation, in addi
tion to compensation for actual harm suf
fered, that is awarded for the purpose of pun
ishing a person for conduct deemed to be ma
licious, wanton, willful, or excessively reck
less. 
PART 4-PAYMENT AREAS FOR PHYSI

CIANS' SERVICES UNDER MEDICARE 
SEC. 8151. MODIFICATION OF PAYMENT AREAS 

USED TO DETERMINE PAYMENTS 
FOR PHYSICIANS' SERVICES UNDER 
MEDICARE. 

(a) IN GENERAL.-Section 1848(j)(2) (42 
U.S.C. 1395w@4(j)(2)) is amended to read as 
follows: 

"(2) FEE SCHEDULE AREA.-
"(A) GENERAL RULE.-Except as provided in 

subparagraph (B), the term 'fee schedule 
area' means, with respect to physicians' 
services furnished in a State, the State. 

"(B) EXCEPTION FOR STATES WITH HIGHEST 
VARIATION AMONG AREAS.-ln the case of the 
15 States with the greatest variation in cost 
associated with physicians' services among 
various geographic areas of the State (as de
termined by the Secretary in accordance 
with such standards as the Secretary consid
ers appropriate), the fee schedule area appli
cable with respect to physicians' services 
furnished in the State shall be a locality 
used under section 1842(b) for purposes of 
computing payment amounts for physicians' 
services, except that the Secretary shall re
vise the localities used under such section so 
that there are no more than 5 such localities 
in any State.". 

(b) BUDGET-NEUTRALITY REQUIREMENT.
The Secretary of Health and Human Services 
shall carry out the amendment made by sub
section (a) in a manner which ensures that 
the aggregate amount of payment made for 
physicians' services under part B of the med
icare program in any year does not exceed 
the aggregate amount of payment which 
would have been made for such services 
under part B during the year if the amend
ment were not in effect. 

(C) EFFECTIVE DATE.-The amendment 
made by subsection (a) shall apply to physi
cians' services furnished on or after January 
1, 1997. 

Subtitle C-Med.icare Payments to Health 
Care Providers 

PART I-PROVISIONS AFFECTING ALL 
PROVIDERS 

SEC. 8201. ONE-YEAR FREEZE IN PAYMENTS TO 
PROVIDERS. 

(a) FREEZE IN UPDATES.-
(1) IN GENERAL.-Notwithstanding any 

other provision of law, except as otherwise 
provided in paragraph (2), for purposes of de
termining the amount to paid for an item or 
service under title XVIII of the Social Secu
rity Act, the percentage increase in any eco
nomic index by which a payment amount 
under title XVID of the Social Security Act 
is required to be increased during fiscal year 
1996 shall be deemed to be zero. 

(2) EXCEPTIONS.-Paragraph (1) shall not 
apply-

(A) to payments for the operating costs of 
inpatient hospital services of a subsection 
(d) hospital (as defined in section 
1886(d)(l)(B) of the Social Security Act); or 

(B) to the determination of hospital-spe
cific FTE resident amounts under section 
1886(h) of such Act. 

(b) ECONOMIC INDEX.- The term "economic 
index" includes-

(1) the hospital market basket index (de
scribed in section 1886(b)(3)(B)(iii) of the So
cial Security Act) , 

(2) the medicare economic index (referred 
to in the fourth sentence of section 1842(b)(3) 
of such Act), 

(3) the consumer price index for all urban 
consumers (U.S. city average), and 

(4) any other index used to adjust payment 
amounts under title xvm of such Act. 

(C) EXTENSION OF PAYMENT FREEZE FOR 
SNFs AND HHAs.-

(1) SKILLED NURSING FACILITIES.-
(A) No CHANGE IN COST LIMITS.-Section 

13503(a)(l) of OBRA-1993 is amended by strik
ing "1994 and 1995" and inserting "1994, 1995, 
and 1996". 

(B) DELAY IN UPDATES; NO CATCH UP.-The 
last sentence of section 1888(a) (42 U.S.C. 
1395yy(a)) is amended-

(i) by striking "1995" and inserting "1996", 
and 

(ii) by striking "subsection." and inserting 
"subsection (except that such updates may 
not take into account any changes in the 
routine service costs of skilled nursing fa
cilities during cost reporting periods which 
began during fiscal year 1994, 1995, or 1996).". 

(C) PROSPECTIVE PAYMENTS.-Section 
13505(b) of OBRA-1993 is amended by striking 
"fiscal years 1994 and 1995" and inserting 
"fiscal years 1994, 1995, and 1996". 

(2) HOME HEALTH AGENCIES.-
(A) No CHANGE IN COST LIMITS.-Section 

13564(a)(l) of OBRA-1993 is amended by strik
ing "1996" and inserting "1997". 

(B) DELAY IN UPDATES; NO CATCH UP.-Sec-
tion 1861(v)(l)(L)(iii) (42 U.S.C. 
1395x(v)(l)(L)(iii)) is amended-

(i) by striking "1996" and inserting "1997", 
and 

(ii) by adding at the end the following: "In 
establishing limits under this subparagraph, 
the Secretary may not take into account 
any changes in the routine service costs of 
the provision of services furnished by home 
health agencies with respect to cost report
ing periods which began on or after July 1, 
1994, and before July 1,1997.". 

PART 2-PROVISIONS AFFECTING 
DOCTORS 

SEC. 8211. UPDATING FEES FOR PHYSICIANS' 
SERVICES. 

(a) ESTABLISHMENT OF SINGLE, CUMULATIVE 
MVPS.- Section 1848(f) (42 U.S.C. 1395w-4(f)) 
is amended-

(1) in subparagraphs (A) and (C) of para
graph (1), by striking "rates of increase for 
all physicians' services and for each category 
of such services" each place it appears and 
inserting "rate of increase for all physicians' 
services (and, in the case of fiscal years be
ginning before fiscal year 1996, for each cat
egory of such services)"; and 

(2) in paragraph (2)-
(A) in subparagraph (A)-
(i) by striking "IN GENERAL.-" and insert

ing "FISCAL YEARS 1991 THROUGH 1995.-", 
(ii) in the matter preceding clause (i), by 

striking "a fiscal year (beginning with fiscal 
year 1991)" and inserting "fiscal years 1991 
through 1995", and 

(iii) in the matter following clause (iv), by 
striking "subparagraph (B)) and inserting 
"subparagraph (C))", 

(B) by redesignating subparagraphs (B) and 
(C) as subparagraphs (C) and (D), and 

(C) by inserting after subparagraph (A) the 
following: 

"(B) FISCAL YEAR 1996 AND THEREAFTER.
Unless Congress otherwise provides, the per
formance standard rate of increase for all 
physicians' services for a fiscal year begin
ning with fiscal year 1996 shall be equal to 

the performance standard rate of increase 
determined under this paragraph for the pre
vious fiscal year, increased by the product 
of-

"(i) 1 plus the Secretary's estimate of the 
weighted average percentage increase (di
vided by 100) in the fees for all physicians' 
services under this part for portions of cal
endar years included in the fiscal year in
volved, 

" (ii) 1 plus the Secretary's estimate of the 
percentage increase or decrease (divided by 
100) in the average number of individuals en
rolled under this part (other than HMO en
rollees) from the previous fiscal year to the 
fiscal year involved, 

" (iii) 1 plus the Secretary's estimate of the 
average annual percentage growth (divided 
by 100) in volume and intensity of all physi
cians' services under this part for the 5-fis
cal-year- period ending with the preceding 
fiscal year, and 

"(iv) 1 plus the Secretary's estimate of the 
percentage increase or decrease (divided by 
100) in expenditures for all physicians' serv
ices in the fiscal year (compared with the 
previous fiscal year) that are estimated to 
result from changes in law or regulations af
fecting the percentage increase described in 
clause (i) and that is not taken into account 
in the percentage increase described in 
clause (i),minus 1, multiplied by 100, and re
duced by the performance standard factor 
(specified in subparagraph (C)).". 

(b) ANNUAL UPDATE BASED ON CUMULATIVE 
PERFORMANCE.-

(!) IN GENERAL.-Section 1848(d)(3)(B) (42 
U.S.C. 1395w- 4(d)(3)(B)) is amended-

(A) in clause (i)-
(i) by striking "IN GENERAL.-" and insert

ing "For 1992 through 1995", 
(ii) by striking "for a year" and inserting 

"for each of the years 1992 through 1995" , and 
(iii) by striking ", subject to clause (ii)," 

and inserting "subject to clause (iii),"; 
(B) by redesignating clause (ii) as clause 

(iii) ; and 
(C) by inserting after clause (i) the follow

ing: 
"(ii) YEARS BEGINNING AFTER 1996.-
" (l) IN GENERAL.-The update for all physi

cians" services for a year beginning after 
1996 provided under subparagraph (A) shall, 
subject to clause (iii), be increased or de
creased by the same percentage by which the 
cumulative percentage increase in actual ex
penditures for all physicians' services in the 
second previous fiscal year over the third 
previous fiscal year, was less or greater, re
spectively, than the performance standard 
rate of increase (established under sub
section (f)) for such services for the second 
previous fiscal year. 

" (II) CUMULATIVE PERCENTAGE INCREASE DE
FINED.-ln subclause (I), the 'cumulative per
centage increase in actual expenditures' for 
a year shall be equal to the product of the 
adjusted increases for each year beginning 
with 1995 up to and including the year in
volved, minus 1 and multiplied by 100. In the 
previous sentence, the 'adjusted increase' for 
a year is equal to 1 plus the percentage in
crease in actual expenditures for the year 
(over the preceding year).". 

(3) ESTABLISHMENT OF CONVERSION FACTOR 
FOR 1996.-Section 1848(d)(l) (42 U.S.C. 
1395w@4(d)(l)) is amended-

(A) by redesignating subparagraph (C) as 
subparagraph (D); and 

(B) by inserting after subparagraph (B) the 
following new subparagraph: 

"(C) SPECIAL RULE FOR 1996.-For 1996, the 
conversion factor under this subsection shall 
be $36.40 for all physicians' services.". 
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(c) ESTABLISHING UPPER LIMIT ON MVPS 

REWARDS.-
(1) IN GENERAL.-Clause (iii) of section 

1848(d)(3)(B), as redesignated by subsection 
(b)(l)(B), is amended by striking "a de
crease" and inserting "an increase or de
crease". 

(2) EFFECTIVE DATE.-The amendment 
made by paragraph (1) shall apply to physi
cians' services furnished on or after January 
1, 1996. 
SEC. 8212. USE OF REAL GDP TO ADJUST FOR 

VOLUME AND INTENSITY. 
Section 1848(f)(2)(B)(iii) (42 U.S.C. 1395w-

4(f)(2)(B)(iii)), as added by section 
8211(a)(2)(C), is amended to read as follows: 

"(iii) 1 plus the average per capita growth 
in the real gross domestic product (divided 
by 100) for the 5-fiscal-year period ending 
with the previous fiscal year (increased by 
1.5 percentage points for the category of 
services consisting of primary care services), 
and". 

PART 3-PROVISIONS AFFECTING 
HOSPITALS 

SEC. 8221. REDUCTION IN UPDATE FOR INPA
TIENT HOSPITAL SERVICES. 

(a) PPS HOSPITALS.-Section 
1886(b)(3)(B)(i) (42 U.S.C. 1395ww(b)(3)(B)(i)) is 
amended-

(1) by amending subclause (XII) to read as 
follows: 

"(XII) for each of the fiscal years 1997 
through 2002, the market basket percentage 
increase minus 0.5 percentage point for hos
pitals in a rural area, and the market basket 
percentage increase minus 1.5 percentage 
points for all other hospitals, and"; and 

(2) in subclause (Xill), by striking "1998" 
and inserting "2003". 

(b) PPS-EXEMPT HOSPITALS.-
(1) IN GENERAL.-Section 1886(b)(3)(B)(ii) (42 

U.S.C. 1395ww(b)(3)(B)(ii)) is amended-
(A) in subclause (V)--
(i) by striking "thorugh 1997" and inserting 

"through 1996", and 
(ii) by striking "and" at the end; 
(B) by redesignating subclause (VI) as sub

clause (VII); and 
(C) by inserting after subclause (V) the fol

lowing new subclause: 
"(VI) fiscal years 1997 through 2002, is the 

market basket percentage increase minus 1.0 
percentage point, and". 

(2) CONFORMING AMENDMENT.-Section 
1886(b)(3)(B) (42 U.S.C. 1395ww(b)(3)(B)) is 
amended by striking clause (v). 
SEC. 8222. ELIMINATION OF FORMULA-DRIVEN 

OVERPAYMENTS FOR CERTAIN OUT
PATIENT HOSPITAL SERVICES. 

(a) AMBULATORY SURGICAL CENTER PROCE
DURES.-Section 1833(i)(3)(B)(i)(II) (42 u.s.c. 
1395l(i)(3)(B)(i)(II)) is amended-

(1) by striking "of 80 percent"; and 
(2) by striking the period at the end and in

serting the following: ", less the amount a 
provider may charge as described in clause 
(ii) of section 1866(a)(2)(A).". 

(b) RADIOLOGY SERVICES AND DIAGNOSTIC 
PROCEDURES.-Section 1833(n)(l)(B)(i)(II) (42 
U.S.C. 1395l(n)(l)(B)(i)(II)) is amended-

(1) by striking "of 80 percent"; and 
(2) by striking the period at the end and in

serting the following: ", less the amount a 
provider may charge as described in clause 
(ii) of section 1866(a)(2)(A).". 

(c) EFFECTIVE DATE.-The amendments 
made by this section shall apply to services 
furnished during portions of cost reporting 
periods occurring on or after July 1, 1994. 
SEC. 8223. ESTABLISHMENT OF PROSPECTIVE 

PAYMENT SYSTEM FOR OUTPATIENT 
SERVICES. 

(a) IN GENERAL.-Section 1833(a)(2)(B) (42 
U.S.C. 1395l(a)(2)(B)) is amended by striking 

"section 1886)--" and all that follows and in
serting the following: "section 1886), an 
amount equal to a prospectively determined 
payment rate established by the Secretary 
that provides for payments for such items 
and services to be based upon a national rate 
adjusted to take into account the relative 
costs of furnishing such items and services in 
various geographic areas, except that for 
items and services furnished during cost re
porting periods (or portions thereof) in years 
beginning with 1996, such amount shall be 
equal to 95 percent of the amount that would 
otherwise have been determined; " . 

(b) ESTABLISHMENT OF PROSPECTIVE PAY
MENT SYSTEM.-Not later than July 1, 1995, 
the Secretary of Heal th and Human Services 
shall establish the prospective payment sys
tem for hospital outpatient services nec
essary to carry out section 1833(a)(2)(B) of 
the Social Security Act (as amended by sub
section (a)). 

(c) EFFECTIVE DATE.-The amendment 
made by subsection (a) shall apply to items 
and services furnished on or after January 1, 
1996. 
SEC. 8224. REDUCTION IN MEDICARE PAYMENTS 

TO HOSPITALS FOR INPATIENT CAP
ITAL-RELATED COSTS. 

(a) PPS HOSPITALS.-Section 1886(g)(l)(A) 
(42 U.S.C. 1395ww(g)(l)(A)) is amended by 
striking "1995" and inserting "1996". 

(b) PPS-EXEMPT HOSPITALS.-Section 
1861(v)(l) (42 U.S.C. 1395x(v)(l)) is amended by 
adding at the end the following: 

"(T) Such regulations shall provide that, 
in determining the amount of the payments 
that may be made under this title with re
spect to the capital-related costs of inpa
tient hospital services furnished by a hos
pital that is not a subsection (d) hospital (as 
defined in section 1886(d)(l)(B)) or a sub
section {d) Puerto Rico hospital (as defined 
in section 1886(d)(9)(A)), the Secretary shall 
reduce the amounts of such payments other
wise established under this title by 10 per
cent for payments attributable to portions of 
cost reporting periods occurring during fis
cal year 1996. ' '. 
SEC. 8225. MORATORIUM ON PPS EXEMPTION 

FOR WNG-TERM CARE HOSPITALS. 
(a) IN GENERAL.-Section 1886(d)(l)(B)(iv) 

(42 U.S.C. 1395ww(d)(l)(B)(iv)) is amended by 
striking "Secretary)" and inserting "Sec
retary on or before September 30, 1995)". 

(b) RECOMMENDATIONS ON APPROPRIATE 
STANDARDS FOR LONG-TERM CARE Hos
PITALS.-Not later than 1 year after the date 
of the enactment of this Act, the Secretary 
of Health and Human Services shall submit 
to Congress recommendations for modifica
tions to the standards used by the Secretary 
to determine whether a hospital (including a 
distinct part of another hospital) is classi
fied as a long-term care hospital for purposes 
of determining the amount of payment to 
the hospital under part A of the medicare 
program for the operating costs of inpatient 
hospital services. 
PART 4-PROVISIONS AFFECTING OTHER 

PROVIDERS 
SEC. 8231. REVISION OF PAYMENT METHODOL

OGY FOR HOME HEALTH SERVICES. 
(a) ADDITIONS TO COST LIMITS.-Section 

1861(v)(l)(L) (42 U.S.C. 1395x(v)(l)(L)) is 
amended by adding at the end the following 
new clauses: 

" (iv) For services furnished by home 
health agencies for cost reporting periods be
ginning on or after October 1, 1996, the Sec
retary shall provide for an interim system of 
limits. Payment shall be the lower of-

"(I) costs determined under the preceding 
provisions of this subparagraph, or 

" (II) an agency-specific per beneficiary an
nual limit calculated from the agency's 12-
month cost reporting period ending on or 
after January 1, 1994 and on or before Decem
ber 31, 1994 based on reasonable costs (includ
ing non-routine medical supplies), updated 
by the home health market basket index. 
The per beneficiary limitation shall be mul
tiplied by the agency's unduplicated census 
count of Medicare patients for the year sub
ject to the limitation. The limitation shall 
represent total Medicare reasonable costs di
vided by the unduplicated census count of 
Medicare patients. 

"(v) For services furnished by home health 
agencies for cost reporting periods beginning 
on or after October 1, 1996, the following 
rules shall apply: 

"(I) For new providers and those providers 
without a 12-month cost reporting period 
ending in calendar year 1994, the per bene
ficiary limit shall be equal to the mean of 
these limits (or the Secretary's best esti
mates thereof) applied to home health agen
cies as determined by the Secretary. Home 
health agencies that have altered their cor
porate structure or name may not be consid
ered new providers for payment purposes. 

"(II) For beneficiaries who use services fur
nished by more than one home health agen
cy, the per beneficiary limitation shall be 
pro-rated among agencies. 

"(vi) Home health agencies whose cost or 
utilization experience is below 125 percent of 
the mean national or census region aggre
gate per beneficiary cost or utilization expe
rience for 1994, or best estimates thereof, and 
whose year-end reasonable costs are below 
the agency-specific per beneficiary limit, 
shall receive payment equal to 50 percent of 
the difference between the agency's reason
able costs and its limit for fiscal years 1996, 
1997, 1998, and 1999. Such payments may not 
exceed 5 percent of an agency's aggregate 
Medicare reasonable cost in a year. 

"(vii) Effective January 1, 1997, or as soon 
as feasible, the Secretary shall modify the 
agency specific per beneficiary annual limit 
described in clause (iv) to provide for re
gional or national variations in utilization. 
For purposes of determining payment under 
clause (iv), the limit shall be calculated 
through a blend of 75 percent of the agency
specific cost or utilization experience in 1994 
with 25 percent of the national or census re
gion cost or utilization experience in 1994, or 
the Secretary's best estimates thereof.". 

(b) USE OF INTERIM FINAL REGULATIONS.
The Secretary shall implement the payment 
limits described in section 1861(v)(l)(L)(iv) of 
the Social Security Act by publishing in the 
Federal Register a notice of interim final 
payment limits by August 1, 1996 and allow
ing for a period of public comments thereon. 
Payments subject to these limits will be ef
fective for cost reporting periods beginning 
on or after October 1, 1996, without the ne
cessity for consideration of comments re
ceived, but the Secretary shall, by Federal 
Register notice, affirm or modify the limits 
after considering those comments. 

(c) STUDIES.-The Secretary shall expand 
research on a prospective payment system 
for home health agencies that shall tie pro
spective payments to an episode of care, in
cluding an intensive effort to develop a reli
able case mix adjuster that explains a sig
nificant amount of the variances in costs. 
The Secretary shall develop such a system 
for implementation in fiscal year 2000. 

{d) PAYMENTS DETERMINED ON PROSPECTIVE 
BASIS.-Title XVIII is amended by adding at 
the end the following new section: 



October 20, 1995 CONGRESSIONAL RECORD-HOUSE 28829 
"PROSPECTIVE PAYMENT FOR HOME HEALTH 

SERVICES 
"SEC. 1893. (a) Notwithstanding section 

186l(v), the Secretary shall, for cost report
ing periods beginning on or after fiscal year 
2000, provide for payments for home health 
services in accordance with a prospective 
payment system, which pays home health 
agencies on a per episode basis, established 
by the Secretary. 

"(b) Such a system shall include the fol
lowing: 

"(1) Per episode rates under the system 
shall be 15 percent less than those that would 
otherwise occur under fiscal year 2000 Medi
care expenditures for home health services. 

"(2) All services covered and paid on area
sonable cost basis under the Medicare home 
health benefit as of the date of the enact
ment of the Medicare Enhancement Act of 
1995, including medical supplies, shall be sub
ject to the per episode amount. In defining 
an episode of care, the Secretary shall con
sider an appropriate length of time for an 
episode the use of services and the number of 
visits provided within an episode, potential 
changes in the mix of services provided with
in an episode and their cost, and a general 
system design that will provide for contin
ued access to quality services. The per epi
sode amount shall be based on the most cur
rent audited cost report data available to the 
Secretary. 

"(c) The Secretary shall employ an appro
priate case mix adjuster that explains a sig
nificant amount of the variation in cost. 

"(d) The episode payment amount shall be 
adjusted annually by the home health mar
ket basket index. The labor portion of the 
episode amount shall be adjusted for geo
graphic differences in labor-related costs 
based on the most current hospital wage 
index. 

"(e) The Secretary may designate a pay
ment provision for outliers, recognizing the 
need to adjust payments due to unusual vari
ations in the type or amount of medically 
necessary care. 

"(f) A home health agency shall be respon
sible for coordinating all care for a bene
ficiary. If a beneficiary elects to transfer to, 
or receive services from, another home 
health agency within an episode period, the 
episode payment shall be pro-rated between 
home heal th agencies.". 
SEC. 8232. LIMITATION OF HOME HEALTH COV· 

ERAGE UNDER PART A. 
(a) IN GENERAL.-Section 1812(a)(3) (42 

U.S.C. 1395d(a)(3)) is amended by striking the 
semicolon and inserting "for up to 150 days 
during any spell of illness;". 

(b) CONFORMING AMENDMENT.-Section 
1812(b) (42 U.S.C. 1395d(b)) is amended-

(1) by striking "or" at the end of paragraph 
(2), 

(2) by striking the period at the end of 
paragraph (3) and inserting"; or", and 

(3) by adding at the end the following new 
paragraph: 

"(4) home health services furnished to the 
individual during such spell after such serv
ices have been furnished to the individual for 
150 days during such spell.". 

(C) EXCLUSION OF ADDITIONAL PART B COSTS 
FROM DETERMINATION OF PART B MONTHLY 
PREMIUM.-Section 1839(a) (42 U.S.C. 1395r(a)) 
is amended-

(1) in the second sentence of paragraph (1), 
by striking "enrollees." and inserting "en
rollees (except as provided in paragraph 
(5))."; and 

(2) by adding at the end the following new 
paragraph: 

"(5) In estimating the benefits and admin
istrative costs which will be payable from 

the Federal Supplementary Medical Insur
ance Trust Fund for a year (beginning with 
1996), the Secretary shall exclude an esti
mate of any benefits and costs attributable 
to home health services for which payment 
would have been made under part A during 
the year but for paragraph (4) of section 
1812(b).". 

(d) EFFECTIVE DATE.-The amendments 
made by this subsection shall apply to spells 
of illness beginning on or after October 1, 
1995. 
SEC. 8233. REDUCTION IN FEE SCHEDULE FOR 

DURABLE MEDICAL EQUIPMENT. 
(a) IN GENERAL.-
(1) FREEZE IN UPDATE FOR COVERED ITEMS.

Section 1834(a)(l4) (42 U.S.C. 1395m(a)(14)) is 
amended-

(A) by striking "and" at the end of sub
paragraph (A); 

(B) in subparagraph (B)-
(i) by striking "a subsequent year" and in

serting "1993, 1994, and 1995", and 
(ii) by striking the period at the end and 

inserting"; and"; and 
(C) by adding at the end the following: 
"(C) for each of the years 1996 through 1999, 

0 percent; and 
"(D) for a subsequent year, the percentage 

increase in the consumer price index for all 
urban consumers (U.S. urban average) for 
the 12-month period .ending with June of the 
previous year.". 

(2) UPDATE FOR ORTHOTICS AND PROSTHET
ICS.-Section 1834(h)(4)(A)(iii) (42 u.s.c. 
1395m(h)(4)(A)(iii)) is amended by striking 
"1994 and 1995" and inserting "each of the 
years 1994 through 1999". 

(b) OXYGEN AND OXYGEN EQUIPMENT.-Sec
tion 1834(a)(9)(C) (42 U.S.C. 1395m(a)(9)(C)) is 
amended-

(1) by striking "and" at the end of clause 
(iii); 

(2) in clause (iv)-
(A) by striking "a subsequent year" and in

serting "1993, 1994, and 1995", and 
(B) by striking the period at the end and 

inserting"; and"; and 
(3) by adding at the end the following new 

clause: 
"(v) in 1996 and each subsequent year, is 90 

percent of the national limited monthly pay
ment rate computed under subparagraph (B) 
for the item for the year.". 
SEC. 8234. NURSING HOME BILLING. 

(a) PAYMENTS FOR RoUTINE SERVICE 
COSTS.-

(1) CLARIFICATION OF DEFINITION OF ROUTINE 
SERVICE COSTS.-Section 1888 (42 u.s.c. 
1395yy) is amended by adding at the end the 
following new subsection: 

"(e) For purposes of this section, the 'rou
tine service costs' of a skilled nursing facil
ity are all costs which are attributable to 
nursing services, room and board, adminis
trative costs, other overhead costs, and all 
other ancillary services (including supplies 
and equipment), excluding costs attributable 
to covered non-routine services subject to 
payment limits under section 1888A." . 

(2) CONFORMING AMENDMENT.-Section 1888 
(42 U.S.C. 1395yy) is amended in the heading 
by inserting "AND CERTAIN ANCILLARY" after 
"SERVICE". 

(b) INCENTIVES FOR COST EFFECTIVE MAN
AGEMENT OF COVERED NONROUTINE SERV
ICES.-

(1) IN GENERAL.-Title XVIII is amended by 
inserting after section 1888 the following new 
section: 
"INCENTIVES FOR COST-EFFECTIVE MANAGE

MENT OF COVERED NON-ROUTINE SERVICES OF 
SKILLED NURSING FACILITIES 
"SEC. 1888A. (a) DEFINITIONS.-For purposes 

of this section: 

"(l) COVERED NON-ROUTINE SERVICES.-The 
term 'covered non-routine services' means 
post-hospital extended care services consist
ing of any of the following: 

"(A) Physical or occupational therapy or 
speech-language pathology services, or res
piratory therapy. 

"(B) Prescription drugs. 
"(C) Complex medical equipment. 
"(D) Intravenous therapy and solutions 

(including enteral and parenteral nutrients, 
supplies, and equipment). 

''(E) Radiation therapy. 
"(F) Diagnostic services, including labora

tory, radiology (including computerized to
mography services and imaging services), 
and pulmonary services. 

"(2) SNF MARKET BASKET PERCENTAGE IN
CREASE.-The term 'SNF market basket per
centage increase' for a fiscal year means a 
percentage equal to the percentage increase 
in routine service cost limits for the year 
under section 1888(a). 

"(3) STAY.-The term 'stay' means, with 
respect to an individual who is a resident of 
a skilled nursing facility, a period of contin
uous days during which the facility provides 
extended care services for which payment 
may be made under this title to the individ
ual during the individual's spell of illness. 

"(b) NEW PAYMENT METHOD FOR COVERED 
NON-ROUTINE SERVICES.-

"(l) IN GENERAL.-Subject to subsection (c), 
a skilled nursing facility shall receive in
terim payments under this title for covered 
non-routine services furnished to an individ
ual during a cost reporting period beginning 
during a fiscal year (after fiscal year 1996) in 
an amount equal to the reasonable cost of 
providing such services in accordance with 
section 1861(v). The Secretary may adjust 
such payments if the Secretary determines 
(on the basis of such estimated information 
as the Secretary considers appropriate) that 
payments to the facility under this para
graph for a cost reporting period would sub
stantially exceed the cost reporting period 
limit determined under subsection (c)(l)(B). 

"(2) RESPONSIBILITY OF SKILLED NURSING 
FACILITY TO MANAGE BILLINGS.-

"(A) CLARIFICATION RELATING TO PART A 
BILLING.-In the case of a covered non-rou
tine service furnished to an individual who 
(at the time the service is furnished) is a 
resident of a skilled nursing facility who is 
entitled to coverage under section 1812(a)(2) 
for such service, the skilled nursing facility 
shall submit a claim for payment under this 
title for such service under part A (without 
regard to whether or not the item or service 
was furnished by the facility, by others 
under arrangement with them made by the 
facility, under any other contracting or con
sulting arrangement, or otherwise). 

"(B) p ART B BILLING.-In the case of a cov
ered non-routine service furnished to an indi
vidual who (at the time the service is fur
nished) is a resident of a skilled nursing fa
cility who is not entitled to coverage under 
section 1812(a)(2) for such service but is enti
tled to coverage under part B for such serv
ice, the skilled our.sing facility shall submit 
a claim for payment under this title for such 
service under part B (without regard to 
whether. or not the item or service was fur
nished by the facility, by others under ar
rangement with them made by the facility, 
under any other contracting or consulting 
arrangement, or otherwise). 

"(C) MAINTAINING RECORDS ON SERVICES 
FURNISHED TO RESIDENTS.-Each skilled nurs
ing facility receiving payments for extended 
care services under this title shall document 
on the facility's cost report all covered non-
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routine services furnished to all residents of 
the facility to whom the facility provided ex
tended care services for which payment was 
made under part A during a fiscal year (be
ginning with fiscal year 1996) (without regard 
to whether or not the services were furnished 
by the facility, by others under arrangement 
with them made by the facility, under any 
other contracting or consulting arrange
ment, or otherwise). 

"(c) RECONCILIATION OF AMOUNTS.-
"(l) LIMIT BASED ON PER STAY LIMIT AND 

NUMBER OF STAYS.-
"(A) IN GENERAL.-If a skilled nursing fa

cility has received aggregate payments 
under subsection (b) for covered non-routine 
services during a cost reporting period begin
ning during a fiscal year in excess of an 
amount equal to the cost reporting period 
limit determined under subparagraph (B), 
the Secretary shall reduce the payments 
made to the facility with respect to such 
services for cost reporting periods beginning 
during the following fiscal year in an 
amount equal to such excess. The Secretary 
shall reduce payments under this subpara
graph at such times and in such manner dur
ing a fiscal year as the Secretary finds nec
essary to meet the requirement of this sub
paragraph. 

"(B) COST REPORTING PERIOD LIMIT.-The 
cost reporting period limit determined under 
this subparagraph is an amount equal to the 
product of-

"(i) the per stay limit applicable to the fa
cility under subsection (d) for the period; and 

"(ii) the number of stays beginning during 
the period for which payment was made to 
the facility for such services. 

"(C) PROSPECTIVE REDUCTION IN PAY
MENTS.-ln addition to the process for reduc
ing payments described in subparagraph (A), 
the Secretary may reduce payments made to 
a facility under this section during a cost re
porting period if the Secretary determines 
(on the basis of such estimated information 
as the Secretary considers appropriate) that 
payments to the facility under this section 
for the period will substantially exceed the 
cost reporting period limit for the period de
termined under this paragraph. 

"(2) INCENTIVE PAYMENTS.-
"(A) IN GENERAL.-If a skilled nursing fa

cility has received aggregate payments 
under subsection (b) for covered non-routine 
services during a cost reporting period begin
ning during a fiscal year in an amount that 
is less than the amount determined under 
paragraph (l)(B), the Secretary shall pay the 
skilled nursing facility in the following fis
cal year an incentive payment equal to 50 
percent of the difference between such 
amounts, except that the incentive payment 
may not exceed 5 percent of the aggregate 
payments made to the facility under sub
section (b) for the previous fiscal year (with
out regard to subparagraph (B)). 

"(B) INSTALLMENT INCENTIVE PAYMENTS.
The Secretary may make installment pay
ments during a fiscal year to a skilled nurs
ing facility based on the estimated incentive 
payment that the facility would be eligible 
to receive with respect to such fiscal year. 

"(d) DETERMINATION OF FACILITY PER STAY 
LIMIT.-

"(l) LIMIT FOR FISCAL YEAR 1997.-
"(A) IN GENERAL.-Except as provided in 

subparagraph (B), the Secretary shall estab
lish separate per stay limits for hospital
based and freestanding skilled nursing facili
ties for the 12-month cost reporting period 
beginning during fiscal year 1997 that are 
equal to the sum of-

"(i) 50 percent of the facility-specific stay 
amount for the facility (as determined under 

subsection (e)) for the last 12-month cost re
porting period ending on or before Septem
ber 30, 1994, increased (in a compounded man
ner) by the SNF market basket percentage 
increase for fiscal years 1995 through 1997; 
and 

"(ii) 50 percent of the average of all facil
ity-specific stay amounts for all hospital
based facilities or all freestanding facilities 
(whichever is applicable) during the cost re
porting period described in clause (i), in
creased (in a compounded manner) by the 
SNF market basket percentage increase for 
fiscal years 1995 through 1997. 

"(B) FACILITIES NOT HAVING 1994 COST RE
PORTING PERIOD.-ln the case of a skilled 
nursing facility for which payments were not 
made under this title for covered non-routine 
services for the last 12-month cost reporting 
period ending on or before September 30, 
1994, the per stay limit for the 12-month cost 
reporting period beginning during fiscal year 
1997 shall be twice the amount determined 
under subparagraph (A)(ii). 

"(2) LIMIT FOR SUBSEQUENT FISCAL YEARS.
The per stay limit for a skilled nursing facil
ity for a 12-month cost reporting period be
ginning during a fiscal year after fiscal year 
1997 is equal to the per stay limit established 
under this subsection for the 12-month cost 
reporting period beginning during the pre
vious fiscal year, increased by the SNF mar
ket basket percentage increase for such sub
sequent fiscal year minus 2 percentage 
points. 

"(3) REBASING OF AMOUNTS.-
"(A) IN GENERAL.-The Secretary shall pro

vide for an update to the facility-specific 
amounts used to determine the per stay lim
its under this subsection for cost reporting 
periods beginning on or after October 1, 1999, 
and every 2 years thereafter. 

"(B) TREATMENT OF FACILITIES NOT HAVING 
REBASED COST REPORTING PERIODS.-Para
graph (l)(B) shall apply with respect to a 
skilled nursing facility for which payments 
were not made under this title for covered 
non-routine services for the 12-month cost 
reporting period used by the Secretary to up
date facility-specific amounts under sub
paragraph (A) in the same manner as such 
paragraph applies with respect to a facility 
for which payments were not made under 
this title for covered non-routine services for 
the last 12-month cost reporting period end
ing on or before September 30, 1994. 

"(e) DETERMINATION OF FACILITY-SPECIFIC 
STAY AMOUNTS.-The 'facility-specific stay 
amount' for a skilled nursing facility for a 
cost reporting period is the sum of-

"(1) the average amount of payments made 
to the facility under part A during the period 
which are attributable to covered non-rou
tine services furnished during a stay (as de
termined on a per diem basis); and 

"(2) the Secretary's best estimate of the 
average amount of payments made under 
part B during the period for covered non-rou
tine services furnished to all residents of the 
facility to whom the facility provided ex
tended care services for which payment was 
made under part A during the period (with
out regard to whether or not the services 
were furnished by the facility, by others 
under arrangement with them made by the 
facility, under any other contracting or con
sulting arrangement, or otherwise), as esti
mated by the Secretary. 

"(f) INTENSIVE NURSING OR THERAPY 
NEEDS.-

"(l) IN GENERAL.-ln applying subsection 
(b) to covered non-routine services furnished 
during a stay beginning during a cost report
ing period beginning during a fiscal year (be-

ginning with fiscal years after fiscal year 
1997) to a resident of a skilled nursing facil
ity who requires intensive nursing or ther
apy services, the per stay limit for such resi
dent shall be the per stay limit developed 
under paragraph (2) instead of the per stay 
limit determined under subsection (d)(l)(A). 

"(2) PER STAY LIMIT FOR INTENSIVE NEED 
RESIDENTS.-Not later than June 30, 1997, the 
Secretary, after consultation with the Medi
care Payment Review Commission and 
skilled nursing facility experts, shall develop 
and publish a per stay limit for residents of 
a skilled nursing facility who require inten
sive nursing or therapy services. 

"(3) BUDGET NEUTRALITY.-The Secretary 
shall adjust payments under subsection (b) 
in a manner that ensures that total pay
ments for covered non-routine services under 
this section are not greater or less than total 
payments for such services would have been 
but for the application of paragraph (1). 

"(g) SPECIAL TREATMENT FOR SMALL 
SKILLED NURSING F ACILITIES.-This section 
shall not apply with respect to a skilled 
nursing facility for which payment is made 
for routine service costs during a cost re
porting period on the basis of prospective 
payments under section 1888(d). 

"(h) EXCEPTIONS AND ADJUSTMENTS TO LIM
ITS.-

"(1) IN GENERAL.-The Secretary may make 
exceptions and adjustments to the cost re
porting limits applicable to a skilled nursing 
facility under subsection (c)(l)(B) for a cost 
reporting period, except that the total 
amount of any additional payments made 
under this section for covered non-routine 
services during the cost reporting period as a 
result of such exceptions and adjustments 
may not exceed 5 percent of the aggregate 
payments made to all skilled nursing facili
ties for covered non-routine services during 
the cost reporting period (determined with
out regard to this paragraph). 

"(2) BUDGET NEUTRALITY.-The Secretary 
shall adjust payments under subsection (b) 
in a manner that ensures that total pay
ments for covered non-routine services under 
this section are not greater or less than total 
payments for such services would have been 
but for the application of paragraph (1). 

"(i) SPECIAL RULE FOR X-RAY SERVICES.
Before furnishing a covered non-routine serv
ice consisting of an X-ray service for which 
payment may be made under part A or part 
B to a resident, a skilled nursing facility 
shall consider whether furnishing the service 
through a provider of portable X-ray service 
services would be appropriate, taking into 
account the cost effectiveness of the service 
and the convenience to the resident.". 

(2) CONFORMING AMENDMENT.-Section 
1814(b) (42 U.S.C. 1395f(b)) is amended in the 
matter preceding paragraph (1) by striking 
"1813 and 1886" and inserting "1813, 1886, 1888, 
and 1888A". 
SEC. 8235. FREEZE IN PAYMENTS FOR CLINICAL 

DIAGNOSTIC LABORATORY TESTS. 

Section 1833(h)(2)(A)(ii)(IV) (42 U.S.C. 
1395l(h)(2)(A)(ii)(IV)) is amended by striking 
"1994 and 1995" and inserting "1994 through 
1999". 

PART 5-GRADUATE MEDICAL EDUCATION 
AND TEACHING HOSPITALS 

SEC. 8241. TEACHING HOSPITAL AND GRADUATE 
MEDICAL EDUCATION TRUST FUND. 

(a) TEACHING HOSPITAL AND GRADUATE 
MEDICAL EDUCATION TRUST FUND.-The So
cial Security Act (42 U.S.C. 300 et seq.) is 
amended by adding at the end the following 
title: 
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"TITLE XXI-TEACHING HOSPITAL AND 

GRADUATE MEDICAL EDUCATION 
TRUST FUND 

"PART A-ESTABLISHMENT OF FUND 
"SEC. 2101. ESTABLISHMENT OF FUND. 

"(a) IN GENERAL.-There is established in 
the Treasury of the United States a fund to 
be known as the Teaching Hospital and 
Graduate Medical Education Trust Fund (in 
this title referred to as the 'Fund'), consist
ing of amounts transferred to the Fund 
under subsection (c), amounts appropriated 
to the Fund pursuant to subsections (d) and 
(e)(3), and such gifts and bequests as may be 
deposited in the Fund pursuant to subsection 
(f). Amounts in the Fund are available until 
expended. 

"(b) EXPENDITURES FROM FUND.-Amounts 
in the Fund are available to the Secretary 
for making payments under section 2111. 

"(c) TRANSFERS TO FUND.-
"(!) IN GENERAL.-From the Federal Hos

pital Insurance Trust Fund and the Federal 
Supplementary Medical Insurance Trust 
Fund, the Secretary shall, for fiscal year 1996 
and each subsequent fiscal year, transfer to 
the Fund an amount determined by the Sec
retary for the fiscal year involved in accord
ance with paragraph (2). 

"(2) DETERMINATION OF AMOUNTS.-For pur
poses of paragraph (1), the amount deter
mined under this paragraph for a fiscal year 
is an estimate by the Secretary of an 
amount equal to 75 percent of the difference 
between-

"(A) the nationwide total of the amounts 
that would have been paid under sections 
1855 and 1876 during the year but for the op
eration of section 1855(b)(2)(B)(ii); and 

"(B) the nationwide total of the amounts 
paid under such sections during the year. 

"(3) ALLOCATION BETWEEN MEDICARE TRUST 
FUNDS.-In providing for a transfer under 
paragraph (1) for a fiscal year, the Secretary 
shall provide for an allocation of the 
amounts involved between part A and part B 
of title XVIII (and the trust funds estab
lished under the respective parts) as reason
ably reflects the proportion of payments for 
the indirect costs of medical education and 
direct graduate medical education costs of 
hospitals associated with the provision of 
services under each respective part. 

"(d) AUTHORIZATION OF APPROPRIATIONS.
There are authorized to be appropriated to 
the Fund such sums as may be necessary for 
each of the fiscal years 1996 through 2002. 

"(e) INVESTMENT.-
"(!) IN GENERAL.-The Secretary of the 

Treasury shall invest such amounts of the 
Fund as such Secretary determines are not 
required to meet current withdrawals from 
the Fund. Such investments may be made 
only in interest-bearing obligations of the 
United States. For such purpose, such obli
gations may be acquired on original issue at 
the issue price, or by purchase of outstand
ing obligations at the market price. 

"(2) SALE OF OBLIGATIONS.-Any obligation 
acquired by the Fund may be sold by the 
Secretary of the Treasury at the market 
price. 

"(3) Av AILABILITY OF INCOME.-Any interest 
derived from obligations acquired by the 
Fund, and proceeds from any sale or redemp
tion of such obligations, are hereby appro
priated to the Fund. 

"(f) ACCEPTANCE OF GIFTS AND BEQUESTS.
The Fund may accept on behalf of the United 
States money gifts and bequests made un
conditionally to the Fund for the benefit of 
the Fund or any activity financed through 
the Fund. 

"PART B-PAYMENTS TO TEACHING HOSPITALS 
"SEC. 2111. FORMULA PAYMENTS TO TEACHING 

HOSPITALS. 
"(a) IN GENERAL.-In the case of each 

teaching hospital that in accordance with 
subsection (b) submits to the Secretary a 
payment document for fiscal year 1996 or any 
subsequent fiscal year, the Secretary shall 
make payments for the year to the teaching 
hospital for the direct and indirect costs of 
operating approved medical residency train
ing programs. Such payments shall be made 
from the Fund, and shall be made in accord
ance with a formula established by the Sec
retary. 

"(b) PAYMENT DOCUMENT.-For purposes of 
subsection (a), a payment document is a doc
ument containing such information as may 
be necessary for the Secretary to make pay
ments under such subsection to a teaching 
hospital for a fiscal year. The document is 
submitted in accordance with this subsection 
if the document is submitted not later than 
the date specified by the Secretary, and the 
document is in such form and is made in 
such manner as the Secretary may require. 
The Secretary may require that information 
under this subsection be submitted to the 
Secretary in periodic reports.". 

(b) NATIONAL ADVISORY COUNCIL ON POST
GRADUATE MEDICAL EDUCATION.-

(1) IN GENERAL.-There is established with
in the Department of Health and Human 
Services an advisory council to be known as 
the National Advisory Council on Post
graduate Medical Education (in this title re
ferred to as the "Council"). 

(2) DUTIES.-The council shall provide ad
vice to the Secretary on appropriate policies 
for making payments for the support of post
graduate medical education in order to as
sure an adequate supply of physicians 
trained in various specialities, consistent 
with the health care needs of the United 
States. 

(3) COMPOSITION.-
(A) IN GENERAL.-The Secretary shall ap

point to the Council 15 individuals who are 
not officers or employees of the United 
States. Such individuals shall include not 
less than 1 individual from each of the fol
lowing categories of individuals or entities: 

(i) Organizations representing consumers 
of health care services. 

(ii) Physicians who are faculty members of 
medical schools, or who supervise approved 
physician training programs. 

(iii) Physicians in private practice who are 
not physicians described in clause (ii). 

(iv) Practitioners in public health. 
(v) Advanced-practice nurses. 
(vi) Other health professionals who are not 

physicians. 
(vii) Medical schools. 
(viii) Teaching hospitals. 
(ix) The Accreditation Council on Graduate 

Medical Education. 
(x) The American Board of Medical Speci

alities. 
(xi) The Council on Postdoctoral Training 

of the American Osteopathic Association. 
(xii) The Council on Podiatric Medical 

Education of the American Podiatric Medi
cal Association. 

(B) REQUIREMENTS REGARDING REPRESENTA
TIVE MEMBERSHIP.-To the greatest extent 
feasible, the membership of the Council shall 
represent the various geographic regions of 
the United States, shall reflect the racial, 
ethnic, and gender composition of the popu
lation of the United States, and shall be 
broadly representative of medical schools 
and teaching hospitals in the United States. 

(C) EX OFFICIO MEMBERS; OTHER FEDERAL 
OFFICERS OR EMPLOYEES.-The membership of 

the Council shall include individuals des
ignated by the Secretary to serve as mem
bers of the Council from among Federal offi
cers or employees who are appointed by the 
President, or by the Secretary (or by other 
Federal officers who are appointed by the 
President with the advice and consent of the 
Senate). Individuals designated under the 
preceding sentence shall include each of the 
following officials (or a designee of the offi
cial): 

(i) The Secretary of Health and Human 
Services. 

(ii) The Secretary of Veterans Affairs. 
(iii) The Secretary of Defense. 
(4) CHAIR.-The Secretary shall, from 

among members of the council appointed 
under paragraph (3)(A), designate an individ
ual to serve as the chair of the council. 

(5) TERMINATION.-The Council terminates 
December 31, 1999. 

(c) REMOVE MEDICAL EDUCATION AND DIS
PROPORTIONATE SHARE HOSPITAL PAYMENTS 
FROM CALCULATION OF ADJUSTED AVERAGE 
PER CAPITA CosT.-For provision removing 
medical education and disproportionate 
share hospital payments from calculation of 
payment amounts for organizations paid on 
a capitated basis, see section 1855(b)(2)(B)(ii). 

(2) PAYMENTS TO HOSPITALS OF AMOUNTS AT
TRIBUTABLE TO DSH.-Section 1886 (42 u.s.c. 
1395ww) is amended by adding at the end the 
following new subsection: 

"(j)(l) In addition to amounts paid under 
subsection (d)(5)(F), the Secretary is author
ized to pay hospitals which are eligible for 
such payments for a fiscal year supplemental 
amounts that do not exceed the limit pro
vided for in paragraph (2). 

"(2) The sum of the aggregate amounts 
paid pursuant to paragraph (1) for a fiscal 
year shall not exceed the Secretary's esti
mate of 75 percent of the amount of reduc
tions in payments under section 1855 that are 
attributable to the operation of subsection 
(b)(2)(B)(ii) of such section. ". 
SEC. 8242. REDUCTION IN PAYMENT ADJUST

MENTS FOR INDIRECT MEDICAL 
EDUCATION. 

(a) MODIFICATION REGARDING 6.8 PERCENT.-
Section 1886(d)(5)(B)(ii) (42 U.S.C. 
1395ww(d)(5)(B)(ii)) is amended-

(1) by striking "on or after October l, 
1988," and inserting "on or after October l, 
1999,"; and 

(2) by striking "l.89" and inserting "1.68". 
(b) SPECIAL RULE REGARDING FISCAL YEARS 

1996 THROUGH 1998; MODIFICATION REGARDING 6 
PERCENT .-Section 1886(d)(5)(B)(ii), as 
amended by paragraph (1), is amended by 
adding at the end the following: "In the case 
of discharges occurring on or after October 1, 
1995, and before October 1, 1999, the preceding 
sentence applies to the same extent and in 
the same manner as the sentence applies to 
discharges occurring on or after October l, 
1999, except that the term '1.68' is deemed to 
be 1.48.". 
Subtitle D-Provisions Relating to Medicare 

Beneficiaries 
SEC. 8301. PART B PREMIUM. 

(a) FREEZE IN PREMIUM FOR 1996.-Section 
1839(e)(l) (42 U.S.C. 1395r(e)(l)) is amended

(1) in subparagraph (A), by striking "De
cember 1995" and inserting "December 1996"; 
and 

(2) in subparagraph (B)(v), by striking 
"1995" and inserting "1995 and 1996". 

(b) ESTABLISHING PREMIUM AT 25 Percent of 
Program Costs Through 2002.-Section 
1839(e)(l)(A) (42 U.S.C. 1395r(e)(l)(A)) is 
amended by striking "January 1999" and in
serting "January 2003". 
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SEC. 8302. FULL COST OF MEDICARE PART B COV

ERAGE PAYABLE BY HIGH-INCOME 
INDMDUALS. 

(a) IN GENERAL.-Subchapter A of chapter 1 
of the Internal Revenue Code of 1986 is 
amended by adding at the end thereof the 
following new part: 
"PART VIII-SUPPLEMENTAL MEDICARE 

PART B PREMIUMS FOR HIGH-INCOME 
INDIVIDUALS 

"Sec. 59B. Supplemental Medicare part B 
premium. 

"SEC. 59B. SUPPLEMENTAL MEDICARE PART B 
PREMIUM. 

"(a) REQUIREMENT To PAY PREMIUM.-ln 
the case of an individual to whom this sec
tion applies for the taxable year, there is 
hereby imposed (in addition to any other 
amount imposed by this subtitle) an amount 
equal to the aggregate of the supplemental 
Medicare part B premiums (if any) for 
months during such year that such individ
ual is covered under Medicare part B. 

"(b) INDIVIDUALS TO WHOM SECTION AP
PLIES.-This section shall apply to any indi
vidual for any taxable year if-

"(1) such individual is covered under Medi
care part B for any month during such year, 
and 

"(2) the modified adjusted gross income of 
the taxpayer for such taxable year exceeds 
the threshold amount. 

"(c) SUPPLEMENTAL MEDICARE PART B PRE
MIUM.-

"(1) IN GENERAL.-For purposes of sub
section (a), the supplemental Medicare part 
B premium for any month is an amount 
equal to the excess of-

"(A) subject to adjustment under para
graph (2), 200 percent of the monthly actuar
ial rate for enrollees age 65 and over deter
mined under subsection 1839(a)(l) of the So
cial Security Act for such month, over 

"(B) the total monthly premium under sec
tion 1839 of the Social Security Act (deter
mined without regard to subsections (b) and 
(f) of section 1839 of such Act). 

"(2) ADJUSTING MONTHLY ACTUARIAL RATE 
BY GEOGRAPHIC AREA.-

"(A) IN GENERAL.-In determining the 
amount described in paragraph (l)(A) for an 
individual residing in a premium area, the 
Secretary shall adjust such amount for a 
year by a geographic adjustment factor es
tablished by the Secretary which reflects the 
relative benefits and administrative costs 
payable from the Federal Supplementary 
Medical Insurance Trust Fund for services 
performed and related administrative costs 
incurred in the year with respect to enrollees 
residing in such are compared to the na
tional average of such benefits and costs. 

"(B) PREMIUM AREA.-In this paragraph, a 
'premium area' means a metropolitan statis
tical area or the portion of a State outside of 
any metropolitan statistical area. 

"(d) PHASEIN.-
"(l) IN GENERAL.-If the modified adjusted 

gross income of the taxpayer for any taxable 
year exceeds the threshold amount by less 
than $25,000, the amount imposed by this sec
tion for such taxable year shall be an 
amount which bears the same ratio to the 
amount which would (but for this sub
section) be imposed by this section for such 
taxable year as such excess bears to $25,000. 
The preceding sentence shall not apply to 
any individual whose threshold amount is 
zero. 

"(2) PHASEIN RANGE FOR JOINT RETURNS 
WHERE BOTH SPOUSES ARE COVERED BY MEDI
CARE PART B.-In the case of a joint return 
filed by spouses both of whom are covered by 
Medicare part B for any month during the 

taxable year, paragraph (1) shall be applied 
by substituting '$50,000' for '$25,000'. 

"(e) OTHER DEFINITIONS AND SPECIAL 
RULES.-For purposes of this section-

"(1) THRESHOLD AMOUNT.-The term 
'threshold amount' means-

"(A) except as otherwise provided in this 
paragraph, $50,000, 

"(B) $75,000 in the case of a joint return, 
and 

"(C) zero in the case of a taxpayer who
"(i) is married at the close of the taxable 

year but does not file a joint return for such 
year, and 

"(ii) does not live apart from his spouse at 
all times during the taxable year. 

"(2) MODIFIED ADJUSTED GROSS INCOME.
The term 'modified adjusted gross income' 
means adjusted gross income determined 
without regard to sections 931 and 933. 

"(3) JOINT RETURNS.-ln the case of a joint 
return-

" (A) the amount imposed by subsection (a) 
shall be the sum of the amounts so imposed 
determined separately for each spouse, and 

"(B) subsections (a) and (d) shall be applied 
by taking into account the combined modi
fied adjusted gross income of the spouses. 

"(4) MEDICARE PART B COVERAGE.-An indi
vidual shall be treated as covered under Med
icare part B for any month if a premium is 
paid under part B of title xvm of the Social 
Security Act for the coverage of the individ
ual under such part for the month. 

"(5) MARRIED INDIVIDUAL.-The determina
tion of whether an individual is married 
shall be made in accordance with section 
7703. 

"(f) COORDINATION WITH OTHER PROVI
SIONS.-

"(1) TREATMENT AS MEDICAL EXPENSE.-For 
purposes of section 213, the supplemental 
Medicare part B premium imposed by this 
section shall be treated as an amount paid 
for insurance covering medical care (as de
fined in section 213(d)). 

"(2) TREATMENT UNDER SUBTITLE F.-For 
purposes of subtitle F (other than section 
6654), the supplemental Medicare part B pre
mium imposed by this section shall be treat
ed as if it were a tax imposed by section 1. 

"(3) NOT TREATED AS TAX FOR CERTAIN PUR
POSES.-The supplemental Medicare part B 
premium imposed by this section shall not 
be treated as a tax imposed by this chapter 
for purposes of determining-

" (A) the amount of any credit allowable 
under this chapter, or 

"(B) the amount of the minimum tax im
posed by section 55." 

(b) TRANSFERS TO SUPPLEMENTAL MEDICAL 
INSURANCE TRUST FUND.-

(1) IN GENERAL.-There are hereby appro
priated to the Supplemental Medical Insur
ance Trust Fund amounts equivalent to the 
aggregate increase in liabilities under chap
ter 1 of the Internal Revenue Code of 1986 
which is attributable to the application of 
section 59B of such Code, as added by this 
section. 

(2) TRANSFERS.-The amounts appropriated 
by paragraph (1) to the Supplemental Medi
cal Insurance Trust Fund shall be trans
ferred from time to time (but not less fre
quently than quarterly) from the general 
fund of the Treasury on the basis of esti
mates made by the Secretary of the Treas
ury of the amounts referred to in paragraph 
(1). Any quarterly payment shall be made on 
the first day of such quarter and shall take 
into account the portion of the supplemental 
Medicare part B premium (as defined in such 
section 59B) which is attributable to months 
during such quarter. Proper adjustments 

shall be made in the amounts subsequently 
transferred to the extent prior estimates 
were in excess of or less than the amounts 
required to be transferred. 

(C) REPORTING REQUIREMENTS.-
(1) Paragraph (1) of section 6050F(a) (relat

ing to returns relating to social security 
benefits) is amended by striking "and" at 
the end of subparagraph (B) and by inserting 
after subparagraph (C) the following new 
subparagraph: 

"(D) the number of months during the cal
endar year for which a premium was paid 
under part B of title xvm of the Social Se
curity Act for the coverage of such individ
ual under such part, and". 

(2) Paragraph (2) of section 6050F(b) is 
amended to read as follows: 

"(2) the information required to be shown 
on such return with respect to such individ
ual." 

(3) Paragraph (1) of section 6050F(c) is 
amended by striking "and" at the end of sub
paragraph (A), by striking the period at the 
end of subparagraph (B) and inserting ", 
and", and by adding at the end the following 
new subparagraph: 

"(C) the Secretary of Health and Human 
Services in the case of the information speci
fied in subsection (a)(l)(D)." 

(4) The heading for section 6050F is amend
ed by inserting "and medicare part b coverage" 
before the period. 

(5) The item relating to section 6050F in 
the table of sections for subpart B of part ill 
of subchapter A of chapter 61 is amended by 
inserting "and Medicare part B coverage" 
before the period. 

(d) CLERICAL AMENDMENT.-The table of 
parts for subchapter A of chapter 1 is amend
ed by adding at the end thereof the following 
new item: 
"Part VIII. Supplemental Medicare part B 

premiums for high-income indi
viduals." 

(e) EFFECTIVE DATE.-The amendments 
made by this section shall apply to months 
after December 1995 in taxable years ending 
after December 31, 1995. 
SEC. 8303. EXPANDED COVERAGE OF PREVEN

TIVE BENEFITS. 
(a) PROVIDING ANNUAL SCREENING MAMMOG

RAPHY FOR WOMEN OVER AGE 49.-Section 
1834(c)(2)(A) (42 U.S.C. 1395m(c)(2)(A)) is 
amended-

(1) in clause (iv), by striking "but under 65 
years of age,"; and 

(2) by striking clause (v). 
(b) COVERAGE OF SCREENING PAP SMEAR 

AND PELVIC EXAMS.-
(1) COVERAGE OF PELVIC EXAM; INCREASING 

FREQUENCY OF COVERAGE OF PAP SMEAR.-Sec
tion 1861(nn) (42 U.S.C. 1395x(nn)) is amend
ed-

(A) in the heading, by striking "Smear" 
and inserting "Smear; Screening Pelvic 
Exam"; 

(B) by striking "(nn)" and inserting 
"(nn)(l)"; 

(C) by striking "3 years" and all that fol
lows and inserting "3 years, or during the 
preceding year in the case of a woman de
scribed in paragraph (3)."; and 

(D) by adding at the end the following new 
paragraphs: 

"(2) The term 'screening pelvic exam' 
means an pelvic examination provided to a 
woman if the woman involved has not had 
such an examination during the preceding 3 
years, or during the preceding year in the 
case of a woman described in paragraph (3), 
and includes a clinical breast examination. 

"(3) A woman described in this paragraph 
is a woman who-
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"(A) is of childbearing age and has not had 

a test described in this subsection during 
each of the preceding 3 years that did not in
dicate the presence of cervical cancer; or 

"(B) is at high risk of developing cervical 
cancer (as determined pursuant to factors 
identified by the Secretary).". 

(2) w AIVER OF DEDUCTIBLE.-The first sen
tence of section 1833(b) (42 U.S .C. 1395l(b)), as 
amended by subsection (a)(2), is amended

(A) by striking "and (5)" and inserting 
"(5)"; and 

(B) by striking the period at the end and 
inserting the following: " , and (6) such de
ductible shall not apply with respect to 
screening pap smear and screening pelvic 
exam (as described in section 1861(nn)). ". 

(3) CONFORMING AMENDMENTS.-(A) Section 
1861(s)(14) (42 U.S.C. 1395x(s)(14)) is amended 
by inserting "and screening pelvic exam" 
after "screening pap smear' '. 

(B) Section 1862(a)(l)(F) (42 U.S.C. 
1395y(a)(l)(F)) is amended by inserting "and 
screening pelvic exam" after "screening pap 
smear". 

(C) COVERAGE OF COLORECTAL SCREENING.
(1) IN GENERAL.-Section 1834 (42 u.s .c. 

1395m) is amended by inserting after sub
section (c) the following new subsection: 

"(d) FREQUENCY AND PAYMENT LIMITS FOR 
SCREENING FECAL-OCCULT BLOOD TESTS, 
SCREENING FLEXIBLE SIGMOIDOSCOPIES, AND 
SCREENING COLONOSCOPY.-

"(l) FREQUENCY LIMITS FOR SCREENING 
FECAL-OCCULT BLOOD TESTS.-Subject to revi
sion by the Secretary under paragraph (4), no 
payment may be made under this part for a 
screening fecal-occult blood test provided to 
an individual for the purpose of early detec
tion of colon cancer if the test is performed-

"(A) in the case of an individual under 65 
years of age, more frequently than is pro
vided in a periodicity schedule established 
by the Secretary for purposes of this sub
paragraph; or 

"(B) in the case of any other individual, 
within the 11 months following the month in 
which a previous screening fecal-occult blood 
test was performed. 

"(2) SCREENING FLEXIBLE 
SIGMOIDOSCOPIES.-

"(A) PAYMENT AMOUNT.-The Secretary 
shall establish a payment amount under sec
tion 1848 with respect to screening flexible 
sigmoidoscopies provided for the purpose of 
early detection of colon cancer that is con
sistent with payment amounts under such 
section for similar or related services, except 
that such payment amount shall be estab
lished without regard to subsection (a)(2)(A) 
of such section. 

"(B) FREQUENCY LIMITS.-Subject to revi
sion by the Secretary under paragraph (4), no 
payment may be made under this part for a 
screening flexible sigmoidoscopy provided to 
an individual for the purpose of early detec
tion of colon cancer if the procedure is per
formed-

"(i) in the case of an individual under 65 
years of age, more frequently than is pro
vided in a periodicity schedule established 
by the Secretary for purposes of this sub
paragraph; or 

"(ii) in the case of any other individual, 
within the 59 months following the month in 
which a previous screening flexible 
sigmoidoscopy was performed. 

"(3) SCREENING COLONOSCOPY FOR INDIVID
UALS AT HIGH RISK FOR COLORECTAL CANCER.-

"(A) PAYMENT AMOUNT.-The Secretary 
shall establish a payment amount under sec
tion 1848 with respect to screening 
colonoscopy for individuals at high risk for 
colorectal cancer (as determined in accord-

ance with criteria established by the Sec
retary) provided for the purpose of early de
tection of colon cancer that is consistent 
with payment amounts under such section 
for similar or related services, except that 
such payment amount shall be established 
without regard to subsection (a)(2)(A) of such 
section. 

"(B) FREQUENCY LIMIT.-Subject to revision 
by the Secretary under paragraph (4), no 
payment may be made under this part for a 
screening colonoscopy for individuals at high 
risk for colorectal cancer provided to· an in
dividual for the purpose of early detection of 
colon cancer if the procedure is performed 
within the 47 months following the month in 
which a previous screening colonoscopy was 
performed. 

"(C) FACTORS CONSIDERED IN ESTABLISHING 
CRITERIA FOR DETERMINING INDIVIDUALS AT 
HIGH RISK.-In establishing criteria for deter
mining whether an individual is at high risk 
for colorectal cancer for purposes of this 
paragraph, the Secretary shall take into con
sideration family history, prior experience of 
cancer, a history of chronic digestive disease 
condition, and the presence of any appro
priate recognized gene markers for 
colorectal cancer. 

"(4) REVISION OF FREQUENCY.-
"(A) REVIEW.-The Secretary shall review 

periodically the appropriate frequency for 
performing screening fecal-occult blood 
tests, screening flexible sigmoidoscopies, and 
screening colonoscopy based on age and such 
other factors as the Secretary believes to be 
pertinent. 

"(B) REVISION OF FREQUENCY.-The Sec
retary, taking into consideration the review 
made under clause (i), may revise from time 
to time the frequency with which such tests 
and procedures may be paid for under this 
subsection.". 

(2) CONFORMING AMENDMENTS.-(A) Para
graphs (l)(D) and (2)(D) of section 1833(a) (42 
U.S.C. 1395l(a)) are each amended by striking 
" subsection (h)(l)," and inserting "sub
section (h)(l) or section 1834(d)(l),". 

(B) Clauses (i) and (ii) of section 
1848(a)(2)(A) (42 U.S.C. 1395w--4(a)(2)(A)) are 
each amended by striking "a service" and in
serting "a service (other than a screening 
flexible sigmoidoscopy provided to an indi
vidual for the purpose of early detection of 
colon cancer or a screening colonoscopy pro
vided to an individual at high risk for 
colorectal cancer for the purpose of early de
tection of colon cancer)". 

(C) Section 1862(a) (42 U.S.C. 1395y(a)) is 
amended-

(i) in paragraph (1)-
(I) in subparagraph (E), by striking "and" 

at the end; 
(II) in subparagraph (F), by striking the 

semicolon at the end and inserting ", and"; 
and 

(Ill) by adding at the end the following new 
subparagraph: 

"(G) in the case of screening fecal-occult 
blood tests , screening flexible 
sigmoidoscopies, and screening colonoscopy 
provided for the purpose of early detection of 
colon cancer, which are performed more fre
quently than is covered under section 
1834(d);"; and 

(ii) in paragraph (7), by striking "para
graph (l)(B) or under paragraph (l)(F)" and 
inserting "subparagraphs (B), (F), or (G) of 
paragraph (1)". 

(d) PROSTATE CANCER SCREENING TESTS.
(1) IN GENERAL.-Section 1861(s)(2) (42 

U.S.C. 1395x(s)(2)) is amended-
(A) by striking " and" at the end of sub

paragraph (N) and subparagraph (0); and 

(B) by inserting after subparagraph (0) the 
following new subparagraph: 

"(P) prostate cancer screening tests (as de
fined in subsection (oo)); and" . 

(2) TESTS DESCRIBED.-Section 1861 (42 
U.S .C. 1395x) is amended by adding at the end 
the following new subsection: 

"Prostate Cancer Screening Tests 
" (oo) The term 'prostate cancer screening 

test' means a test that consists of a digital 
rectal examination or a prostate-specific 
antigen blood test (or both) provided for the 
purpose of early detection of prostate cancer 
to a man over 40 years of age who has not 
had such a test during the preceding year.". 

(3) PAYMENT FOR PROSTATE-SPECIFIC ANTI
GEN BLOOD TEST UNDER CLINICAL DIAGNOSTIC 
LABORATORY TEST FEE SCHEDULES.-Section 
1833(h)(l)(A) (42 U.S.C. 1395l(h)(l)(A)) is 
amended by inserting after "laboratory 
tests" the following: "(including prostate 
cancer screening tests under section 1861(00) 
consisting of prostate-specific antigen blood 
tests)". 

(4) CONFORMING AMENDMENT.-Section 
1862(a) (42 U.S.C. 1395y(a)), as amended by 
subsection (c)(3)(C), is amended-

(A) in paragraph (1)-
(i) in subparagraph (F), by striking "and" 

at the end, 
(ii) in subparagraph (G), by striking the 

semicolon at the end and inserting ", and", 
and 

(iii) by adding at the end the following new 
subparagraph: 

"(H) in the case of prostate cancer screen
ing test (as defined in section 1861(00)) pro
vided for the purpose of early detection of 
prostate cancer, which are performed more 
frequently than is covered under such sec
tion;"; and 

(B) in paragraph (7), by striking "or (G)" 
and inserting "(G), or (H)". 

(e) DIABETES SCREENING BENEFITS.-
(1) DIABETES OUTPATIENT SELF-MANAGEMENT 

TRAINING SERVICES.-
(A) IN GENERAL.-Section 1861(s)(2) (42 

U.S.C. 1395x(s)(2)), as amended by subsection 
(d)(l), is amended-

(i) by striking "and" at the end of subpara
graph (N); 

(ii) by striking " and" at the end of sub
paragraph (0); and 

(iii) by inserting after subparagraph (0) 
the following new subparagraph: 

"(P) diabetes outpatient self-management 
training services (as defined in subsection 
(pp)); and". 

(B) DEFINITION.-Section 1861 (42 u.s.c. 
1395x), as amended by subsection (d)(2), is 
amended by adding at the end the following 
new subsection: 

"DIABETES OUTPATIENT SELF-MANAGEMENT 
TRAINING SERVICES 

"(pp)(l) The term 'diabetes outpatient self
management training services' means edu
cational and training services furnished to 
an individual with diabetes by or under ar
rangements with a certified provider (as de
scribed in paragraph (2)(A)) in an outpatient 
setting by an individual or entity who meets 
the quality standards described in paragraph 
(2)(B), but only if the physician who is man
aging the individual's diabetic condition cer
tifies that such services are needed under a 
comprehensive plan of care related to the in
dividual's diabetic condition to provide the 
individual with necessary skills and knowl
edge (including skills related to the self-ad
ministration of injectable drugs) to partici
pate in the management of the individual's 
condition. 

"(2) In paragraph (1)-
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"(A) a 'certified provider' is an individual 

or entity that, in addition to providing dia
betes outpatient self-management training 
services, provides other items or services for 
which payment may be made under this 
title; and 

"(B) an individual or entity meets the 
quality standards described in this para
graph if the individual or entity meets qual
ity standards established by the Secretary, 
except that the individual or entity shall be 
deemed to have met such standards if the in
dividual or entity meets applicable stand
ards originally established by the National 
Diabetes Advisory Board and subsequently 
revised by organizations who participated in 
the establishment of standards by such 
Board, or is recognized by the American Dia
betes Association as meeting standards for 
furnishing the services.". 

(C) CONSULTATION WITH ORGANIZATIONS IN 
ESTABLISlllNG PAYMENT AMOUNTS FOR SERV
ICES PROVIDED BY PHYSICIANS.-In establish
ing payment amounts under section 1848(a) 
of the Social Security Act for physicians' 
services consisting of diabetes outpatient 
self-management training services, the Sec
retary of Health and Human Services shall 
consult with appropriate organizations, in
cluding the American Diabetes Association, 
in determining the relative value for such 
services under section 1848(c)(2) of such Act. 

(2) BLOOD-TESTING STRIPS FOR INDIVIDUALS 
WITH DIABETES.-

(A) INCLUDING STRIPS AS DURABLE MEDICAL 
EQUIPMENT.-Section 1861(n) (42 U.S.C. 
1395x(n)) is amended by striking the semi
colon in the first sentence and inserting the 
following: ", and includes blood-testing 
strips for individuals with diabetes without 
regard to whether the individual has Type I 
or Type II diabetes (as determined under 
standards established by the Secretary in 
consultation with the American Diabetes As
sociation);". 

(2) PAYMENT FOR STRIPS BASED ON METH
ODOLOGY FOR INEXPENSIVE AND ROUTINELY 
PURCHASED EQUIPMENT .-Section 1834(a)(2)(A) 
(42 U.S.C. 1395m(a)(2)(A)) is amended-

(A) by striking " or" at the end of clause 
(ii); 

(B) by adding "or" at the end of clause 
(iii); and 

(C) by inserting after clause (iii) the fol
lowing new clause: 

"(iv) which is a blood-testing strip for an 
individual with diabetes,". 

(e) EFFECTIVE DATE.-The amendments 
made by this section shall apply to items 
and services furnished on or after January 1, 
1996. 

Subtitle E-Medicare Fraud Reduction 
SEC. 8401. INCREASING BENEFICIARY AWARE

NESS OF FRAUD AND ABUSE. 
(a) BENEFICIARY OUTREACH EFFORTS.-The 

Secretary of Heal th and Human Services 
(acting through the Administrator of the 
Health Care Financing Administration and 
the Inspector General of the Department of 
Health and Human Services) shall make on
going efforts (through public service an
nouncements, publications, and other appro
priate methods) to alert individuals entitled 
to benefits under the medicare program of 
the existence of fraud and abuse committed 
against the program and the costs to the pro
gram of such fraud and abuse, and of the ex
istence of the toll-free telephone line oper
ated by the Secretary to receive information 
on fraud and abuse committed against the 
program. 

(b) CLARIFICATION OF REQUIREMENT TO PRO
VIDE EXPLANATION OF MEDICARE BENEFITS.
The Secretary shall provide an explanation 

of benefits under the medicare program with 
respect to each item or service for which 
payment may be made under the program 
which is furnished to an individual, without 
regard to whether or not a deductible or co
insurance may be imposed against the indi
vidual with respect to the item or service. 

(c) PROVIDER OUTREACH EFFORTS; PUBLICA-
TION OF FRAUD ALERTS.-

(1) SPECIAL FRAUD ALERTS.
(A) IN GENERAL.-
(i) REQUEST FOR SPECIAL FRAUD ALERTS.

Any person may present, at any time, a re
quest to the Secretary to issue and publish a 
special fraud alert. 

(ii) SPECIAL FRAUD ALERT DEFINED.-ln this 
section, a "special fraud alert" is a notice 
which informs the public of practices which 
the Secretary considers to be suspect or of 
particular concern under the medicare pro
gram or a State health care program (as de
fined in section 1128(h) of the Social Security 
Act). 

(B) ISSUANCE AND PUBLIC,\TION OF SPECIAL 
FRAUD ALERTS.-

(i) INVESTIGATION.-Upon receipt of a re
quest for a special fraud alert under subpara
graph (A), the Secretary shall investigate 
the subject matter of the request to deter
mine whether a special fraud alert should be 
issued. If appropriate, the Secretary (in con
sultation with the Attorney General) shall 
issue a special fraud alert in response to the 
request. All special fraud alerts issued pursu
ant to this subparagraph shall be published 
in the Federal Register. 

(ii) CRITERIA FOR ISSUANCE.-ln determin
ing whether to issue a special fraud alert 
upon a request under subparagraph (A), the 
Secretary may consider-

(!) whether and to what extent the prac
tices that would be identified in the special 
fraud alert may result in any of the con
sequences described in subparagraph (C); and 

(II) the extent and frequency of the con
duct that would be identified in the special 
fraud alert. 

(C) CONSEQUENCES DESCRIBED.-The con
sequences described in this subparagraph are 
as follows: 

(i) An increase or decrease in access to 
health care services. 

(ii) An increase or decrease in the quality 
of health care services. 

(iii) An increase or decrease in patient 
freedom of choice among health care provid
ers. 

(iv) An increase or decrease in competition 
among heal th care providers. 

(v) An increase or decrease in the cost to 
heal th care programs of the Federal Govern
ment. 

(vi) An increase or decrease in the poten
tial overutilization of health care services. 

(viii) Any other factors the Secretary 
deems appropriate in the interest of prevent
ing fraud and abuse in health care programs 
of the Federal Government. 

(2) PUBLICATION OF ALL HCFA FRAUD ALERTS 
IN FEDERAL REGISTER.-Each notice issued by 
the Health Care Financing Administration 
which informs the public of practices which 
the Secretary considers to be suspect or of 
particular concern under the medicare pro
gram or a State health care program (as de
fined in section 1128(h) of the Social Security 
Act) shall be published in the Federal Reg
ister, without regard to whether or not the 
notice is issued by a regional office of the 
Health Care Financing Administration. 
SEC. 8402. BENEFICIARY INCENTIVES TO REPORT 

FRAUD AND ABUSE. 
(a) PROGRAM TO COLLECT INFORMATION ON 

FRAUD AND ABUSE.-

(1) ESTABLISHMENT OF PROGRAM.-Not later 
than 3 months after the date of the enact
ment of this Act, the Secretary shall estab
lish a program under which the Secretary 
shall encourage individuals to report to the 
Secretary information on individuals and en
tities who are engaging or who have engaged 
in acts or omissions which constitute 
grounds for the imposition of a sanction 
under section 1128, section 1128A, or section 
1128B of the Social Security Act, or who have 
otherwise engaged in fraud and abuse against 
the medicare program. 

(2) PAYMENT OF PORTION OF AMOUNTS COL
LECTED.-If an individual reports informa
tion to the Secretary under the program es
tablished under paragraph (1) which serves as 
the basis for the collection by the Secretary 
or the Attorney General of any amount of at 
least $100 (other than any amount paid as a 
penalty under section 1128B of the Social Se
curity Act), the Secretary may pay a portion 
of the amount collected to the individual 
(under procedures similar to those applicable 
under section 7623 of the Internal Revenue 
Code of 1986 to payments to individuals pro
viding information on violations of such 
Code). 

(b) PROGRAM TO COLLECT INFORMATION ON 
PROGRAM EFFICIENCY.-

(1) ESTABLISHMENT OF PROGRAM.-Not later 
than 3 months after the date of the enact
ment of this Act, the Secretary shall estab
lish a program under which the Secretary 
shall encourage individuals to submit to the 
Secretary suggestions on methods to im
prove the efficiency of the medicare pro
gram. 

(2) PAYMENT OF PORTION OF PROGRAM SAV
INGS.-If an individual submits a suggestion 
to the Secretary under the program estab
lished under paragraph (1) which is adopted 
by the Secretary and which results in sav
ings to the program, the Secretary may 
make a payment to the individual of such 
amount as the Secretary considers appro
priate. 
SEC. 8403. ELIMINATION OF HOME HEALTH OVER

PAYMENTS. 
(a) REQUIRING BILLING AND PAYMENT TO BE 

BASED ON SITE WHERE SERVICE FURNISHED.
Section 1891 (42 U.S.C. 1395bbb) is amended 
by adding at the end the following new sub
section: 

"(g) A home health agency shall submit 
claims for payment for home health services 
under this title only on the basis of the geo
graphic location at which the service is fur
nished.''. 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) shall apply to serv
ices furnished during cost reporting periods 
beginning on or after October 1, 1995. 
SEC. 8404. SKILLED NURSING FACILITIES. 

(a) CLARIFICATION OF TREATMENT OF HOS
PITAL TRANSFERS.-Section 1886(d)(5)(1) (42 
U.S.C. 1395ww(d)(5)(1)) is amended by adding 
at the end the following new clause: 

"(iii) In making adjustments under clause 
(i) for transfer cases, the Secretary shall 
treat as a transfer any transfer to a hospital 
(without regard to whether or not the hos
pital is a subsection (d) hospital), a unit 
thereof, or a skilled nursing facility.". 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) shall apply to dis
charges occurring on or after October 1, 1995. 
SEC. 8405. DIRECT SPENDING FOR ANTI-FRAUD 

ACTIVITIES UNDER MEDICARE. 
(a) ESTABLISHMENT OF MEDICARE INTEGRITY 

PROGRAM.- Title xvm, as amended by sec
tion 8231(d), is further amended by adding at 
the end the following new section: 
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"MEDICARE INTEGRITY PROGRAM 

"SEC. 1894. (a) ESTABLISHMENT OF PRO
GRAM.-There is hereby established the Medi
care Integrity Program (hereafter in this 
section referred to as the 'Program') under 
which the Secretary shall promote the integ
rity of the medicare program by entering 
into contracts in accordance with this sec
tion with eligible private entities to carry 
out the activities described in subsection (b). 

"(b) ACTIVITIES DESCRIBED.-The activities 
described in this subsection are as follows: 

"(1) Review of activities of providers of 
services or other individuals and entities fur
nishing items and services for which pay
ment may be made under this title (includ
ing skilled nursing facilities and home 
health agencies), including medical and uti
lization review and fraud review (employing 
similar standards, processes, and tech
nologies used by private health plans, includ
ing equipment and software technologies 
which surpass the capability of the equip
ment and technologies used in the review of 
claims under this title as of the date of the 
enactment of this section). 

"(2) Audit of cost reports. 
"(3) Determinations as to whether pay

ment should not be, or should not have been, 
made under this title by reason of section 
1862(b), and recovery of payments that 
should not have been made. 

"(4) Education of providers of services, 
beneficiaries, and other persons with respect 
to payment integrity and benefit quality as
surance issues. 

"(c) ELIGIBILITY OF ENTITIES.-An entity is 
eligible to enter into a contract under the 
Program to carry out any of the activities 
described in subsection (b) if-

"(1) the entity has demonstrated capabil
ity to carry out such activities; 

"(2) in carrying out such activities, the en
tity agrees to cooperate with the Inspector 
General of the Department of Health and 
Human Services, the Attorney General of the 
United States, and other law enforcement 
agencies, as appropriate, in the investigation 
and deterrence of fraud and abuse in relation 
to this title and in other cases arising out of 
such activities; 

"(3) the entity's financial holdings, inter
ests, or relationships will not interfere with 
its ability to perform the functions to be re
quired by the contract in an effective and 
impartial manner; and 

"(4) the entity meets such other require
ments as the Secretary may impose. 

"(d) PROCESS FOR ENTERING INTO CON
TRACTS.-The Secretary spall enter into con
tracts under the Program in accordance with 
such procedures as the Secretary may by 
regulation establish, except that such proce
dures shall include the following: 

"(1) The Secretary shall determine the ap
propriate number of separate contracts 
which are necessary to carry out the Pro
gram and the appropriate times at which the 
Secretary shall enter into such contracts. 

"(2) The provisions of section 1153(e)(l) 
shall apply to contracts and contracting au
thority under this section, except that com
petitive procedures must be used when enter
ing into new contracts under this section, or 
at any other time considered appropriate by 
the Secretary. 

" (3) A contract under this section may be 
renewed without regard to any provision of 
law requiring competition if the contractor 
has met or exceeded the performance re
quirements established in the current con
tract. 

"(e) LIMITATION ON CONTRACTOR LIABIL
ITY.-The Secretary shall by regulation pro-

vide for the limitation of a contractor's li
ability for actions taken to carry out a con
tract under the Program, and such regula
tion shall, to the extent the Secretary finds 
appropriate, employ the same or comparable 
standards and other substantive and proce
dural provisions as are contained in section 
1157. 

"(f) TRANSFER OF AMOUNTS TO MEDICARE 
ANTI-FRAUD AND ABUSE TRUST FUND.-For 
each fiscal year, the Secretary shall transfer 
from the Federal Hospital Insurance Trust 
Fund and the Federal Supplementary Medi
cal Insurance Trust Fund to the Medicare 
Anti-Fraud and Abuse Trust Fund under sub
section (g) such amounts as are necessary to 
carry out the activities described in sub
section (b). Such transfer shall be in an allo
cation as reasonably reflects the proportion 
of such expenditures associated with part A 
and part B. 

"(g) MEDICARE ANTI-FRAUD AND ABUSE 
TRUST FUND.-

"(l) ESTABLISHMENT.-
"(A) IN GENERAL.-There is hereby estab

lished in the Treasury of the United States 
the Anti-Fraud and Abuse Trust Fund (here
after in this subsection referred to as the 
'Trust Fund'). The Trust Fund shall consist 
of such gifts and bequests as may be made as 
provided in subparagraph (B) and such 
amounts as may be- deposited in the Trust 
Fund as provided in subsection (f), paragraph 
(3), and title XI. 

"(B) AUTHORIZATION TO ACCEPT GIFTS AND 
BEQUESTS.-The Trust Fund is authorized to 
accept on behalf of the United States money 
gifts and bequests made unconditionally to 
the Trust Fund, for the benefit of the Trust 
Fund or any activity financed through the 
Trust Fund. 

"(2) INVESTMENT.-
"(A) IN GENERAL.-The Secretary of the 

Treasury shall invest such amounts of the 
Fund as such Secretary determines are not 
required to meet current withdrawals from 
the Fund in government account serial secu
rities. 

"(B) USE OF INCOME.-Any interest derived 
from investments under subparagraph (A) 
shall be credited to the Fund. 

"(3) AMOUNTS DEPOSITED INTO TRUST 
FUND.-In addition to amounts transferred 
under subsection (f), there shall be deposited 
in the Trust Fund-

" (A) that portion of amounts recovered in 
relation to section 1128A arising out of a 
claim under title XVIII as remains after ap
plication of subsection (f)(2) (relating to re
payment of the Federal Hospital Insurance 
Trust Fund or the Federal Supplementary 
Medical Insurance Trust Fund) of that sec
tion, as may be applicable, 

"(B) fines imposed under section 1128B 
arising out of a claim under this title, and 

"(C) penalties and damages imposed (other 
than funds awarded to a relator or for res
titution) under sections 3729 through 3732 of 
title 31, United States Code (pertaining to 
false claims) in cases involving claims relat
ing to programs under title XVIII, XIX, or 
XXI. 

"(4) DIRECT APPROPRIATION OF FUNDS TO 
CARRY OUT PROGRAM.-

"(A) IN GENERAL.-There are appropriated 
from the Trust Fund for each fiscal year 
such amounts as are necessary to carry out 
the Medicare Integrity Program under this 
section, subject to subparagraph (B). 

"(B) AMOUNTS SPECIFIED.-The amount ap
propriated under subparagraph (A) for a fis
cal year is as follows: 

"(i) For fiscal year 1996, such amount shall 
be not less than $430,000,000 and not more 
than $440,000,000. 

"(ii) For fiscal year 1997, such amount 
shall be not less than $490,000,000 and not 
more than $500,000,000. 

"(iii) For fiscal year 1998, such amount 
shall be not less than $550,000,000 and not 
more than $560,000,000. 

"(iv) For fiscal year 1999, such amount 
shall be not less than $620,000,000 and not 
more than $630,000,000. 

"(v) For fiscal year 2000, such amount shall 
be not less than $670,000,000 and not more 
than $680,000,000. 

"(vi) For fiscal year 2001, such amount 
shall be not less than $690,000,000 and not 
more than $700,000,000. 

"(vii) For fiscal year 2002, such amount 
shall be not less than $710,000,000 and not 
more than $720,000,000. 

"(5) ANNUAL REPORT.-The Secretary shall 
submit an annual report to Congress on the 
amount of revenue which is generated and 
disbursed by the Trust Fund in each fiscal 
year.". 

(b) ELIMINATION OF FI AND CARRIER RE
SPONSIBILITY FOR CARRYING OUT ACTIVITIES 
SUBJECT TO PROGRAM.-

(1) RESPONSIBILITIES OF FISCAL 
INTERMEDIARIES UNDER PART A.-Section 1816 
(42 U.S.C. 1395h) is amended by adding at the 
end the following new subsection: 

"(l) No agency or organization may carry 
out (or receive payment for carrying out) 
any activity pursuant to an agreement under 
this section to the extent that the activity is 
carried out pursuant to a contract under the 
Medicare Integrity Program under section 
1894.". 

(2) RESPONSIBILITIES OF CARRIERS UNDER 
PART B.-Section 1842(c) (42 U.S.C. 1395u(c)) is 
amended by adding at the end the following 
new paragraph: 

"(6) No carrier may carry out (or receive 
payment for carrying out) any activity pur
suant to a contract under this subsection to 
the extent that the activity is carried out 
pursuant to a contract under the Medicare 
Integrity Program under section 1894.". 

(C) CONFORMING AMENDMENT.-Section 
1128A(f)(3) (42 U.S.C. 1320a-7a(f)(3)) is amend
ed by striking "as miscellaneous receipts of 
tt.e Treasury of the United States" and in
serting "in the Anti-Fraud and Abuse Trust 
Fund established under section 1895(g)". 

(d) DIRECT SPENDING FOR MEDICARE-RELAT
ED ACTIVITIES OF INSPECTOR GENERAL.-Sec
tion 1894, as added by subsection (a), is 
amended by adding at the end the following 
new subsection: 

"(h) DIRECT SPENDING FOR MEDICARE-RE
LATED ACTIVITIES OF INSPECTOR GENERAL.-

"(l) IN GENERAL.-There are appropriated 
from the Federal Hospital Insurance Trust 
Fund and the Federal Supplementary Medi
cal Insurance Trust Fund to the Inspector 
General of the Department of Health and 
Human Services for each fiscal year such 
amounts as are necessary to enable the In
spector General to carry out activities relat
ing to the medicare program (as described in 
paragraph (2)), subject to paragraph (3). 

"(2) ACTIVITIES DESCRIBED.-The activities 
described in this paragraph are as follows: 

"(A) Prosecuting medicare-related matters 
through criminal, civil, and administrative 
proceedings. 

"(B) Conducting investigations relating to 
the medicare program. 

"(C) Performing financial and performance 
audits of programs and operations relating 
to the medicare program. 

"(D) Performing inspections and other 
evaluations relating to the medicare pro
gram. 
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"(E) Conducting provider and conumer 

education activities regarding the require
ments of this title. 

"(3) AMOUNTS SPECIFIED.-The amount ap
propriated under paragraph (1) for a fiscal 
year is as follows: 

"(A) For fiscal year 1996, such amount 
shall be $130,000,000. 

"(B) For fiscal year 1997, such amount 
shall be $181,000,000. 

"(C) For fiscal year 1998, such amount shall 
be $204,000,000. 

"(D) For each subsequent fiscal year, the 
amount appropriated for the previous fiscal 
year, increased by the percentage increase in 
aggregate expenditures under this title for 
the fiscal year involved over the previous fis
cal year. 

"(4) ALLOCATION OF PAYMENTS AMONG TRUST 
FUNDS.-The appropriations made under 
paragraph (1) shall be in an allocation as rea
sonably reflects the proportion of such ex
penditures associated with part A and part 
B" 
SEC. 8406. FRAUD REDUCTION DEMONSTRATION 

PROJECT. 
(a) IN GENERAL.-Not later than July l, 

1996, the Secretary of Health and Human 
Services (in this section referred to as the 
"Secretary") shall establish not less than 
three demonstration projects under which 
organizations with a contract under section 
1816 or section 1842 of the Social Security 
Act---

(1) identify practitioners and providers 
whose patterns of providing care to bene
ficiaries enrolled under title XVlli of the So
cial Security Act are consistently outside 
the norm for other practitioners or providers 
of the same category, class, or type, and 

(2) experiment with ways of identifying 
fraudulent claims submitted to the program 
established under such title before they are 
paid. 

(b) DURATION OF PROJECTS.-Each project 
established under subsection (a) shall last for 
at least 18 months and shall focus on those 
categories, classes, or types of providers and 
practitioners that have been identified by 
the Inspector General of the Department of 
Health and Human Services as having a high 
incidence of fraud and abuse. 

(C) REPORT.-Not later than July 1, 1997, 
the Secretary shall report to the Congress on 
the demonstration projects established under 
subsection (a), and shall include in the re
port an assessment of the effectiveness of, 
and any recommended legislative changes 
based on, the projects. 
SEC. 8407. REPORT ON COMPETITIVE PRICING. 

Not later than 1 year after the date of the 
enactment of this Act, the Secretary of 
Health and Human Services (acting through 
the Administrator of the Health Care Fi
nancing Administration) shall submit to 
Congress a report recommending legislative 
changes to the medicare program to enable 
the prices paid for items and services under 
the medicare program to be established on a 
more competitive basis. 
Subtitle F-Improving Access to Health Care 

PART I-ASSISTANCE FOR RURAL 
PROVIDERS 

Subpart A-Rural Hospitals 
SEC. 8501. SOLE COMMUNITY HOSPITALS. 

(a) UPDATE.-Section 1886(b)(3)(B)(iv) (42 
U.S.C. 1395ww(b)(3)(B)(iv)) is amended-

(A) in subclause (ill), by striking "and" at 
the end; and 

(B) by striking subclause (IV) and inserting 
the following: 

"(IV) for each of the fiscal years 1996 
through 2000, the market basket percentage 
increase minus 1 percentage points, and 

"(V) for fiscal year 2001 and each subse
quent fiscal year, the applicable percentage 
increase under clause (i).". 

(b) STUDY OF IMPACT OF SOLE COMMUNITY 
HOSPITAL DESIGNATIONS.-

(1) STUDY.-The Medicare Payment Review 
Commission shall conduct a study of the im
pact of the designation of hospitals as sole 
community hospitals under the medicare 
program on the delivery of health care serv
ices to individuals in rural areas, and shall 
include in the study an analysis of the char
acteristics of the hospitals designated as 
such sole community hospitals under the 
program. 

(2) REPORT.-Not later than 12 months 
after the date a majority of the members of 
the Commission are first appointed, the 
Commission shall submit to Congress a re
port on the study conducted under paragraph 
(1). 
SEC. 8502. CLARIFICATION OF TREATMENT OF 

EAC AND RPC HOSPITALS. 
Paragraphs (l)(A) and (2)(A) of section 

1820(i) (42 U.S.C. 1395i@4(i)) are each amended 
by striking the semicolon at the end and in
serting the following: ", or in a State which 
the Secretary finds would receive a grant 
under such subsection during a fiscal year if 
funds were appropriated for grants under 
such subsection for the fiscal year;". 
SEC. 8503. ESTABLISHMENT OF RURAL EMER

GENCY ACCESS CARE HOSPITALS. 
(a) ESTABLISHMENT.-
(1) IN GENERAL.-Section 1861 (42 U.S.C. 

1395x) is amended by adding at the end the 
following new subsection: 
"Rural Emergency Access Care Hospital; 

Rural Emergency Access Care Hospital 
Services 
"(oo)(l) The term 'rural emergency access 

care hospital' means, for a fiscal year, a fa
cility with respect to which the Secretary 
finds the following: 

"(A) The facility is located in a rural area 
(as defined in section 1886(d)(2)(0)). 

"(B) The facility was a hospital under this 
title at any time during the 5-year period 
that ends on the date of the enactment of 
this subsection. 

"(C) The facility is in danger of closing due 
to low inpatient utilization rates and operat
ing losses, and the closure of the facility 
would limit the access to emergency services 
of individuals residing in the facility's serv
ice area. 

"(D) The facility has entered into (or plans 
to enter into) an agreement with a hospital 
with a participation agreement in effect 
under section 1866(a), and under such agree
ment the hospital shall accept patients 
transferred to the hospital from the facility 
and receive data from and transmit data to 
the facility. 

"(E) There is a practitioner who is quali
fied to provide advanced cardiac life support 
services (as determined by the State in 
which the facility is located) on-site at the 
facility on a 24-hour basis. 

"(F) A physician is available on-call to 
provide emergency medical services on a 24-
hour basis. 

"(G) The facility meets such staffing re
quirements as would apply under section 
186l(e) to a hospital located in a rural area, 
except that---

"(i) the facility need not meet hospital 
standards relating to the number of hours 
during a day, or days during a week, in 
which the facility must be open, except inso
far as the facility is required to provide 
emergency care on a 24-hour basis under sub
paragraphs (E) and (F); and 

"(ii) the facility may provide any services 
otherwise required to be provided by a full-

time, on-site dietitian, pharmacist, labora
tory technician, medical technologist, or ra
diological technologist on a part-time, off
site basis. 

" (H) The facility meets the requirements 
applicable to clinics and facilities under sub
paragraphs (C) through (J) of paragraph (2) 
of section 186l(aa) and of clauses (ii) and (iv) 
of the second sentence of such paragraph (or, 
in the case of the requirements of subpara
graph (E), (F), or (J) of such paragraph, 
would meet the requirements if any ref
erence in such subparagraph to a 'nurse prac
titioner' or to 'nurse practitioners' were 
deemed to be a reference to a 'nurse practi
tioner or nurse' or to 'nurse practitioners or 
nurses'); except that in determining whether 
a facility meets the requirements of this sub
paragraph, subparagraphs (E) and (F) of that 
paragraph shall be applied as if any reference 
to a 'physician' is a reference to a physician 
as defined in section 186l(r)(l). 

"(2) The term 'rural emergency access care 
hospital services' means the following serv
ices provided by a rural emergency access 
care hospital and furnished to an individual 
over a continuous period not to exceed 24 
hours (except that such services may be fur
nished over a longer period in the case of an 
individual who is unable to leave the hos
pital because of inclement weather): 

"(A) An appropriate medical screening ex
amination (as described in section 1867(a)). 

"(B) Necessary stabilizing examination and 
treatment services for an emergency medical 
condition and labor (as described in section 
1867(b)).". 

(2) REQUIRING RURAL EMERGENCY ACCESS 
CARE HOSPITALS TO MEET HOSPITAL ANTI
DUMPING REQUIREMENTS.-Section 1867(e)(5) 
(42 U.S.C. 1395dd(e)(5)) is amended by strik
ing "186l(mm)(l))" and inserting 
"1861(mm)(l)) and a rural emergency access 
care hospital (as defined in section 
1861(00)(1))". 

(b) COVERAGE AND PAYMENT UNDER PART 
B.-

(1) COVERAGE UNDER PART B.-Section 
1832(a)(2) (42 U.S.C. 1395k(a)(2)) is amended

(A) by striking "and" at the end of sub
paragraph (I); 

(B) by striking the period at the end of 
subparagraph (J) and inserting "; and"; and 

(C) by adding at the end the following new 
subparagraph: 

"(K) rural emergency access care hospital 
services (as defined in section 1861( oo )(2)).". 

(2) PAYMENT BASED ON PAYMENT FOR OUT
PATIENT RURAL PRIMARY CARE HOSPITAL SERV
ICES.-

(A) IN GENERAL.-Section 1833(a)(6) (42 
U.S.C. 1395l(a)(6)) is amended by striking 
"services," and inserting "services and rural 
emergency access care hospital services,". 

(B) PAYMENT METHODOLOGY DESCRIBED.
Section 1834(g) (42 U.S.C. 1395m(g)) is amend
ed-

(i) in the heading, by striking "SERVICES" 
and inserting "SERVICES AND RURAL EMER
GENCY ACCESS CARE HOSPITAL SERVICES"; and 

(ii) by adding at the end the following new 
sentence: "The amount of payment for rural 
emergency access care hospital services pro
vided during a year shall be determined 
using the applicable method provided under 
this subsection for determining payment for 
outpatient rural primary care hospital serv
ices during the year.". 

(C) EFFECTIVE DATE.-The amendments 
made by this section shall apply to fiscal 
years beginning on or after October 1, 1995. 
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SEC. 8504. CLASSIFICATION OF RURAL REFERRAL 

CENTERS. 
(a) PROHIBITING DENIAL OF REQUEST FOR 

RECLASSIFICATION ON BASIS OF COMPARABIL
ITY OF WAGES.-

(1) IN GENERAL.-Section 1886(d)(10)(D) (42 
U.S.C. 1395ww(d)(10)(D)) is amended-

(A) by redesignating clause (iii) as clause 
(iv); and 

(B) by inserting after clause (ii) the follow
ing new clause: 

"(iii) Under the guidelines published by the 
Secretary under clause (i), in the case of a 
hospital which is classified by the Secretary 
as a rural referral center under paragraph 
(5)(C), the Board may not reject the applica
tion of the hospital under this paragraph on 
the basis of any comparison between the av
erage hourly wage of the hospital and the av
erage hourly wage of hospitals in the area in 
which it is located.". 

(2) EFFECTIVE DATE.-Notwithstanding sec
tion 1886(d)(10)(C)(ii) of the Social Security 
Act, a hospital may submit an application to 
the Medicare Geographic Classification Re
view Board during the 30-day period begin
ning on the date of the enactment of this Act 
requesting a change in its classification for 
purposes of determining the area wage index 
applicable to the hospital under section 
1886(d)(3)(D) of such Act for fiscal year 1997, 
if the hospital would be eligible for such a 
change in its classification under the stand
ards described in section 1886(d)(10)(D) (as 
amended by paragraph (1)) but for its failure 
to meet the deadline for applications under 
section 1886(d)(10)(C)(ii). 

(b) CONTINUING TREATMENT OF PREVIOUSLY 
DESIGNATED CENTERS.-Any hospital classi
fied as a rural referral center by the Sec
retary of Health and Human Services under 
section 1886(d)(5)(C) of the Social Security 
Act for fiscal year 1994 shall be classified as 
such a rural referral center for fiscal year 
1996 and each subsequent fiscal year. 
SEC. 8506. FLOOR ON AREA WAGE INDEX. 

(a) IN GENERAL.-For purposes of section 
1886(d)(3)(E) of the Social Security Act for 
discharges occurring on or after October 1, 
1995, the area wage index applicable under 
such section to any hospital which is not lo
cated in a rural area (as defined in section 
1886(d)(2)(D) of such Act) may not be less 
than the average of the area wage indices ap
plicable under such section to hospitals lo
cated in rural areas in the State in which the 
hospital is located. 

(b) BUDGET-NEUTRALITY IN IMPLEMENTA
TION.-The Secretary of Health and Human 
Services shall make any adjustments re
quired under subsection (a) in a manner 
which assures that the aggregate payments 
made under section 1886(d) of the Social Se
curity Act in a fiscal year for the operating 
costs of inpatient hospital services are not 
greater or less than those which would have 
been made in the year without such adjust
ments. 
SEC. 8506. MEDICAL EDUCATION. 

(a) STATE AND CONSORTIUM DEMONSTRATION 
PROJECTS.-

(1) IN GENERAL.-
(A) PARTICIPATION OF STATES AND CONSOR

TIA.-The Secretary shall establish and con
duct a demonstration project to increase the 
number and percentage of medical students 
entering primary care practice relative to 
those entering nonprimary care practice 
under which the Secretary shall make pay
ments in accordance with paragraph (4)- · 

(i) to not more than 10 States for the pur
pose of testing and evaluating mechanisms 
to meet the goals described in subsection (b); 
and 

(ii) to not more than 10 health care train
ing consortia for the purpose of testing and 
evaluating mechanisms to meet such goals. 

(B) ExCLUSION OF CONSORTIA IN PARTICIPAT
ING STATES.-A consortia may not receive 
payments under the demonstration project 
under subparagraph (A)(ii) if any of its mem
bers is located in a State receiving payments 
under the project under subparagraph (A)(i). 

(2) APPLICATIONS.-
(A) IN GENERAL.-Each State and consor

tium desiring to conduct a demonstration 
project under this subsection shall prepare 
and submit to the Secretary an application, 
at such time, in such manner, and contain
ing such information as the Secretary may 
require to assure that the State or consor
tium will meet the goals described in sub
section (b). In the case of an application of a 
State, the application shall include-

(i) information demonstrating that the 
State has consulted with interested parties 
with respect to the project, including State 
medical associations, State hospital associa
tions, and medical schools located in the 
State; 

(ii) an assurance that no hospital conduct
ing an approved medical residency training 
program in the State will lose more than 10 
percent of such hospital's approved medical 
residency positions in any year as a result of 
the project; and 

(iii) an explanation of a plan for evaluating 
the impact of the project in the State. 

(B) APPROVAL OF APPLICATIONS.-A State or 
consortium that submits an application 
under subparagraph (A) may begin a dem
onstration project under this subsection-

(i) upon approval of such application by 
the Secretary; or 

(ii) at the end of the 60-day period begin
ning on the date such application is submit
ted, unless the Secretary denies the applica
tion during such period. 

(C) NOTICE AND COMMENT.-A State or con
sortium shall issue a public notice on the 
date it submits an application under sub
paragraph (A) which contains a general de
scription of the proposed demonstration 
project. Any interested party may comment 
on the proposed demonstration project to the 
State or consortium or the Secretary during 
the 30-day period beginning on the date the 
public notice is issued. 

(3) SPECIFIC REQUIREMENTS FOR PARTICI
PANTS.-

(A) REQUIREMENTS FOR STATES.-Each 
State participating in the demonstration 
project under this section shall use the pay
ments provided under paragraph (4) to test 
and evaluate either of the following mecha
nisms to increase the number and percentage 
of medical students entering primary care 
practice relative to those entering nonpri
mary care practice: 

(i) USE OF ALTERNATIVE WEIGHTING FAC
TORS.-

(I) IN GENERAL.-The State may make pay
ments to hospitals in the State for direct 
graduate medical education costs in amounts 
determined under the methodology provided 
under section 1886(h) of the Social Security 
Act, except that the State shall apply 
weighting factors that are different than the 
weighting factors otherwise set forth in sec
tion 1886(h)(4)(C) of the Social Security Act. 

(II) USE OF PAYMENTS FOR PRIMARY CARE 
RESIDENTS.-ln applying different weighting 
factors under subclause (I), the State shall 
ensure that the amount of payment made to 
hospitals for costs attributable to primary 
care residents shall be greater than the 
amount that would have been paid to hos
pitals for costs attributable to such residents 

if the State had applied the weighting fac
tors otherwise set forth in section 
1886(h)(4)(C) of the Social Security Act. 

(ii) PAYMENTS FOR MEDICAL EDUCATION 
THROUGH CONSORTIUM.-The State may make 
payments for graduate medical education 
costs through payments to a health care 
training consortium (or through any entity 
identified by such a consortium as appro
priate for receiving payments on behalf of 
the consortium) that is established in the 
State but that is not otherwise participating 
in the demonstration project. 

(B) REQUIREMENTS FOR CONSORTIUM.-
(i) IN GENERAL.-ln the case of a consor

tium participating in the demonstration 
project under this section, the Secretary 
shall make payments for graduate medical 
education costs through a health care train
ing consortium whose members provide med
ical residency training (or through any en
tity identified by such a consortium as ap
propriate for receiving payments on behalf of 
the consortium). 

(ii) USE OF PAYMENTS.-
(!) IN GENERAL.-Each consortium receiv

ing payments under clause (i) shall use such 
funds to conduct activities which test and 
evaluate mechanisms to increase the number 
and percentage of medical students entering 
primary care practice relative to those en
tering nonprimary care practice, and may 
use such funds for the operation of the con
sortium. 

(II) PAYMENTS TO PARTICIPATING PRO
GRAMS.-The consortium shall ensure that 
the majority of the payments received under 
clause (i) are directed to consortium mem
bers for primary care residency programs, 
and shall designate for each resident as
signed to the consortium a hospital operat
ing an approved medical residency training 
program for purposes of enabling the Sec
retary to calculate the consortium's pay
ment amount under the project. Such hos
pital shall be the hospital where the resident 
receives the majority of the resident's hos
pital-based, nonambulatory training experi
ence. 

(4) ALLOCATION OF PORTION OF MEDICARE 
GME PAYMENTS FOR ACTIVITIES UNDER 
PROJECT.-Notwithstanding any provision of 
title XVIII of the Social Security Act, the 
following rules apply with respect to each 
State and each health care training consor
tium participating in the demonstration 
project established under this subsection 
during a year: 

(A) In the case of a State-
(i) the Secretary shall reduce the amount 

of each payment made to hospitals in the 
State during the year for direct graduate 
medical education costs under section 1886(h) 
of the Social Security Act by 3 percent; and 

(ii) the Secretary shall pay the State an 
amount equal to the Secretary's estimate of 
the sum of the reductions made during the 
year under clause (i) (as adjusted by the Sec
retary in subsequent years for over- or 
under-estimations in the amount estimated 
under this subparagraph in previous years). 

(B) In the case of a consortium-
(i) the Secretary shall reduce the amount 

of each payment made to hospitals who are 
members of the consortium during the year 
for direct graduate medical education costs 
under section 1886(h) of the Social Security 
Act by 3 percent; and 

(ii) the Secretary shall pay the consortium 
an amount equal to the Secretary's estimate 
of the sum of the reductions made during the 
year under clause (i) (as adjusted by the Sec
retary in subsequent years for over- or 
under-estimations in the amount estimated 
under this subparagraph in previous years). 
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(5) DURATION.-A demonstration project 

under this subsection shall be conducted for 
a period not to exceed 5 years. The Secretary 
m~•Y terminate a project if the Secretary de
termines that the State or consortium con
ducting the project is not in substantial 
compliance with the terms of the application 
approved by the Secretary. 

(6) EVALUATIONS AND REPORTS.-
(A) EVALUATIONS.-Each State or consor

tium participating in the demonstration 
project shall submit to the Secretary a final 
evaluation within 360 days of the termi
nation of the State or consortium's partici
pation and such interim evaluations as the 
Secretary may require. 

(B) REPORTS TO CONGRESS.-Not later than 
360 days after the first demonstration project 
under this section begins, and annually 
thereafter for each year in which such a 
project is conducted, the Secretary shall sub
mit a report to Congress which evaluates the 
effectiveness of the State and consortium ac
tivities conducted under such projects and 
includes any legislative recommendations 
determined appropriate by the Secretary. 

(7) MAINTENANCE OF EFFORT.-Any funds 
available for the activities covered by a dem
onstration project under this section shall 
supplement, and shall not supplant, funds 
that are expended for similar purposes under 
any State, regional, or local program. 

(b) GoALS FOR PROJECTS.-The goals re
ferred to in this subsection for a State or 
consortium participating in the demonstra
tion project under this section are as follows: 

(1) The training of an equal number of phy
sician and nonphysician primary care provid
ers. 

(2) The recruiting of residents for graduate 
medical education training programs who re
ceived a portion of undergraduate training in 
a rural area. 

(3) The allocation of not less than 50 per
cent of the training spent in a graduate med
ical residency training program at sites at 
which acute care inpatient hospital services 
are not furnished. 

(4) The rotation of residents in approved 
medical residency training programs among 
practices that serve residents of rural areas. 

(5) The development of a plan under which, 
after a 5-yea1 transition period, not less than 
50 percent of the residents who begin an ini
tial residency period in an approved medical 
residency training program shall be primary 
care residents. 

(c) DEFINITIONS.-ln this section: 
(1) APPROVED MEDICAL RESIDENCY TRAINING 

PROGRAM.-The term "approved medical resi
dency training program" has the meaning 
given such term in section 1886(h)(5)(A) of 
the Social Security Act. 

(2) HEALTH CARE TRAINING CONSORTIUM.
The term "health care training consortium" 
means a State, regional, or local entity con
sisting of at least one of each of the follow
ing: 

(A) A hospital operating an approved medi
cal residency training program at which resi
dents receive training at ambulatory train
ing sites located in rural areas. 

(B) A school of medicine or osteopathic 
medicine. 

(C) A school of allied health or a program 
for the training of physician assistants (as 
such terms are defined in section 799 of the 
Public Health Service Act). 

(D) A school of nursing (as defined in sec
tion 853 of the Public Health Service Act). 

(3) PRIMARY . CARE.-The term "primary 
care" means family practice, general inter
nal medicine, general pediatrics, and obstet
rics and gynecology. 

(4) RESIDENT.-The term "resident" has the 
meaning given such term in section 
1886(h)(5)(H) of the Social Security Act. 

(5) RURAL AREA.-The term "rural area" 
has the meaning given such term in section 
1886(d)(2)(D) of the Social Security Act. 

Subpart B-Rural Physicians and Other 
Providers 

SEC. 8511. PROVIDER INCENTIVES. 
(a) ADDITIONAL PAYMENTS UNDER MEDICARE 

FOR PHYSICIANS' SERVICES FURNISHED IN 
SHORTAGE AREAS.-

(1) INCREASE IN AMOUNT OF ADDITIONAL PAY
MENT.-Section 1833(m) (42 U.S.C. 1395l(m)) is 
amended by striking "10 percent" and insert
ing "20 percent". 

(2) RESTRICTION TO PRIMARY CARE SERV
ICES.-Section 1833(m) (42 U.S.C. 1395l(m)) is 
amended by inserting after "physicians' 
services" the following: "consisting of pri
mary care services (as defined in section 
1842(i)(4))". 

(3) EXTENSION OF PAYMENT FOR FORMER 
SHORTAGE AREAS.-

(A) IN GENERAL.-Section 1833(m) (42 u.s.c. 
1395l(m)) is amended by striking "area," and 
inserting "area (or, in the case of an area for 
which the designation as a health profes
sional shortage area under such section is 
withdrawn, in the case of physicians' serv
ices furnished to such an individual during 
the 3-year period beginning on the effective 
date of the withdrawal of such designa
tion),". 

(B) EFFECTIVE DATE.-The amendment 
made by subparagraph (A) shall apply to 
physicians' services furnished in an area for 
which the designation as a health profes
sional shortage area under section 
332(a)(l)(A) of the Public Health Service Act 
is withdrawn on or after January l, 1996. 

(4) REQUIRING CARRIERS TO REPORT ON SERV
ICES PROVIDED.-Section 1842(b)(3) (42 u.s.c. 
1395u(b)(3)) is amended-

(A) by striking "and" at the end of sub
paragraph (I); and 

(B) by inserting after subparagraph (I) the 
following new subparagraph: 

"(J) will provide information to the Sec
retary not later than 30 days after the end of 
the contract year on the types of providers 
to whom the carrier made additional pay
ments during the year for certain physicians' 
services pursuant to section 1833(m), to
gether with a description of the services fur
nished by such providers during the year; 
and". 

(5) STUDY.-
(A) IN GENERAL.-The Secretary of Health 

and Human Services shall conduct a study 
analyzing the effectiveness of the provision 
of additional payments under part B of the 
medicare program for physicians' services 
provided in health professional shortage 
areas in recruiting and retaining physicians 
to provide services in such areas. 

(B) REPORT.-Not later than 1 year after 
the date of the enactment of this Act, the 
Secretary shall submit to Congress a report 
on the study conducted under subparagraph 
(A), and shall include in the report such rec
ommendations as the Secretary considers ap
propriate. 

(6) EFFECTIVE DATE.-The amendments 
made by paragraphs (1), (2), and (4) shall 
apply to physicians' services furnished on or 
after January 1, 1996. 

(b) DEVELOPMENT OF MODEL STATE SCOPE 
OF PRACTICE LAW.-

(1) IN GENERAL.-The Secretary of Health 
and Human Services shall develop and pub
lish a model law that may be adopted by 
States to increase the access of individuals 
residing in underserved rural areas to heal th 

care services by expanding the services 
which non-physician health care profes
sionals may provide in such areas. 

(2) DEADLINE.-The Secretary shall publish 
the model law developed under paragraph (1) 
not later than 1 year after the date of the en
actment of this Act. 
SEC. 8512. NATIONAL HEALTH SERVICE CORPS 

LOAN REPAYMENTS EXCLUDED 
FROM GROSS INCOME. 

(a) IN GENERAL.-Part III of subchapter B 
of chapter 1 of the Internal Revenue Code of 
1986 (relating to items specifically excluded 
from gross income) is amended by redesig
nating section 137 as section 138 and by in
serting after section 136 the following new 
section: 
"SEC. 137. NATIONAL HEALTH SERVICE CORPS 

LOAN REPAYMENTS. 
"(a) GENERAL RULE.-Gross income shall 

not include any qualified loan repayment. 
"(b) QUALIFIED LOAN REPAYMENT.-For 

purposes of this section, the term 'qualified 
loan repayment' means any payment made 
on behalf of the taxpayer by the National 
Health Service Corps Loan Repayment Pro
gram under section 338B(g) of the Public 
Health Service Act.". 

(b) CONFORMING AMENDMENT.-Paragraph 
(3) of section 338B(g) of the Public Health 
Service Act is amended by striking "Federal, 
State, or local" and inserting "State or 
local". 

(C) CLERICAL AMENDMENT.-The table of 
sections for part III of subchapter B of chap
ter 1 of the Internal Revenue Code of 1986 is 
amended by striking the item relating to 
section 137 and inserting the following: 

"Sec. 137. National Health Service Corps 
loan repayments. 

"Sec. 138. Cross references to other Acts.". 
(d) EFFECTIVE DATE.-The amendments 

made by this section shall apply to payments 
made under section 338B(g) of the Public 
Health Service Act after the date of the en
actment of this Act. 
SEC. 8513. TELEMEDICINE PAYMENT METHODOL

OGY. 
The Secretary of Health and Human Serv

ices shall establish a methodology for mak
ing payments under part B of the medicare 
program for telemedicine services furnished 
on an emergency basis to individuals resid
ing in an area designated as a health profes
sional shortage area (under section 332(a) of 
the Public Health Service Act). 
SEC. 8514. DEMONSTRATION PROJECT TO IN

CREASE CHOICE IN RURAL AREAS. 
The Secretary of Health and Human Serv

ices (acting through the Administrator of 
the Heal th Care Financing Administration) 
shall conduct a demonstration project to as
sess the advantages and disadvantages of re
quiring Medicare Choice organizations under 
part C of title XVIII of the Social Security 
Act (as added by section 8002(a)) to market 
Medicare Choice products in certain under
served areas which are near the standard 
service area for such products. 

PART 2-MEDICARE SUBVENTION 
SEC. 8521. MEDICARE PROGRAM PAYMENTS FOR 

HEALTH CARE SERVICES PROVIDED 
IN THE MILITARY HEALTH SERVICES 
SYSTEM. 

(a) PAYMENTS UNDER MEDICARE RISK CON
TRACTS PROGRAM.-

(1) CURRENT PROGRAM.-Section 1876 (42 
U.S.C. 1395mm) is amended by adding at the 
end the following new subsection: 

"(k) Notwithstanding any other provision 
of this section, a managed health care plan 
established by the Secretary of Defense 
under chapter 55 of title 10, United States 
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Code, shall be considered an eligible organi
zation under this section, and the Secretary 
shall make payments to such a managed 
health care plan during a year on behalf of 
any individuals entitled to benefits under 
this title who are enrolled in such a managed 
health care plan during the year. Such pay
ments shall be equal to 30 percent of the 
amount otherwise paid to other eligible or
ganizations under this section, and shall be 
made under similar terms and conditions 
under which the Secretary makes payments 
to other eligible organizations with risk 
sharing con tracts under this section.". 

(2) MEDICARE CHOICE PROGRAM.-Section 
1855, as inserted by section 8002(a), by adding 
at the end the following new subsection: 

"(h) PAYMENTS TO MILITARY PROGRAM.
Notwithstanding any other provision of this 
section, a managed health care plan estab
lished by the Secretary of Defense under 
chapter 55 of title 10, United States Code, 
shall be considered a Medicare Choice orga
nization under this part, and the Secretary 
shall make payments to such a managed 
health care plan during a year on behalf of 
any individuals entitled to benefits under 
this title who are enrolled in such a managed 
health care plan during the year. Such pay
ments shall be equal to 30 percent of the 
amount otherwise paid to other Medicare 
Choice organizations under this section, and 
shall be made under similar terms and condi
tions under which the Secretary makes pay
ments to other Medicare Choice organiza
tions with contracts in effect under this 
part.". 

(b) TEMPORARY PROVISION FOR WAIVER OF 
PART B PREMIUM PENALTY.-Section 1839 (42 
U.S.C. 1395r) is amended by adding at the end 
the following new subsection: 

"(h) The premium increase required by 
subsection (b) shall not apply with respect to 
a person who is enrolled with a managed care 
plan that is established by the Secretary of 
Defense under chapter 55 of title 10, United 
States Code, and is recognized as an eligible 
organization pursuant to section 1855(h) or 
section 1876(k), if such person first enrolled 
in such plan prior to January 1, 1998.". 

(c) PAYMENTS UNDER PART A OF MEDI
CARE.-Section 1814(c) (42 U.S.C. 1395f(c)) is 
amended-

(1) by redesignating the current matter as 
paragraph (1); and 

(2) by adding at the end the following new 
paragraph: 

"(2) Paragraph (1) shall not apply to serv
ices provided by facilities of the uniformed 
services pursuant to chapter 55 of title 10, 
United States Code, and subject to the provi
sions of section 1095 of such title. With re
spect to such services, payments under this 
title shall be made without regard to wheth
er the beneficiary under this title has paid 
the deductible and copayments amounts gen
erally required by this title.". 

(d) PAYMENTS UNDER PART B OF MEDI
CARE.-Section 1835(d) (42 U.S.C. 1395n(d)) is 
amended-

(1) by redesignating the current matter as 
paragraph (1); and 

(2) by adding at the end the following new 
paragraph: 

"(2) Paragraph (1) shall not apply to serv
ices provided by facilities of the uniformed 
services pursuant to chapter 55 of title 10, 
United States Code, and subject to the provi
sions of section 1095 of such title. With re
spect to such services, payments under this 
title shall be made without regard to wheth
er the beneficiary under this title has paid 
the deductible and copayments amounts gen
erally required by this title.". 

(e) CONFORMING AMENDMENTS TO THE THIRD 
PARTY COLLECTION PROGRAM FOR MILITARY 
MEDICAL FACILITIES.-(1) Section 1095(d) of 
title 10, United States Code, is amended-

(A) by striking "XVIII or"; and 
(B) by striking "1395" and inserting "1396". 
(2) Section 1095(h)(2) of such title is amend-

ed by inserting after "includes" the follow
ing: "plans administered under title XVIII of 
the Social Security Act (42 U.S.C. 1395 et 
seq.),". 

(f) EFFECTIVE DATE.-The amendments 
made by this section shall take effect at the 
end of the 30-day period beginning on the 
date of the enactment of this Act. 

Subtitle G--Other Provisions 
SEC. 8601. EXTENSION AND EXPANSION OF EXIST· 

ING SECONDARY PAYER REQUIRE· 
MEN'l'S. 

(a) DATA MATCH.-
(1) Section 1862(b)(5)(C) (42 U.S.C. 

1395y(b)(5)(C)) is amended by striking clause 
(iii). 

(2) Section 6103(1)(12) of the Internal Reve
nue Code of 1986 is amended by striking sub
paragraph (F). 

(b) APPLICATION TO DISABLED INDIVIDUALS 
IN LARGE GROUP HEALTH PLANS.-

(1) IN GENERAL.-Section 1862(b)(l)(B) (42 
U.S.C. 1395y(b)(l)(B)) is amended-

(A) in clause (i), by striking "clause (iv)" 
and inserting "clause (iii)", 

(B) by striking clause (iii), and 
(C) by redesignating clause (iv) as clause 

(iii). 
(2) CONFORMING AMENDMENTS.-Paragraphs 

(1) through (3) of section 1837(i) (42 U.S.C. 
1395p(i)) and the second sentence of section 
1839(b) (42 U.S.C. 1395r(b)) are each amended 
by striking "1862(b)(l)(B)(iv)" each place it 
appears and inserting "1862(b)(l)(B)(iii)". 

(C) ExPANSION OF PERIOD OF APPLICATION 
TO INDIVIDUALS WITH END STAGE RENAL DIS
EASE.-Section 1862(b)(l)(C) (42 u.s.c. 
1395y(b)(l)(C)) is amended-

(1) in the first sentence, by striking " 12-
month" each place it appears and inserting 
" 24-month", and 

(2) by striking the second sentence. 
SEC. 8602. REPEAL OF MEDICARE AND MEDICAID 

COVERAGE DATA BANK. 

(a) IN GENERAL.-Section 1144 (42 u.s.c. 
1320b-14) is repealed. 

(b) CONFORMING AMENDMENTS.-
(1) MEDICARE.-Section 1862(b)(5) (42 u.s.c. 

1395y(b)(5)) is amended-
(A) in subparagraph (B), by striking 

" under-" and all that follows through the 
end and inserting "subparagraph (A) for pur
poses of carrying out this subsection.", and 

(B) in subparagraph (C)(i), by striking 
" subparagraph (B)(i)" and inserting "sub
paragraph (B)''. 

(2) MEDICAID.-Section 1902(a)(25)(A)(i) (42 
U.S.C. 1396a(a)(25)(A)(i)) is amended by strik
ing "including the use of" and all that fol
lows through "any additional measures" . 

(3) ERISA.-Section 101(0 of the Employee 
Retirement Income Security Act of 1974 (29 
U.S.C. 1021(0) is repealed. 

(4) DATA MATCHES.-Section 552a(a)(8)(B) of 
title 5, United States Code, is amended-

(A) by adding "; or" at the end of clause 
(V), 

(B) by striking " or" at the end of clause 
(vi), and 

(C) by striking clause (vii). 
SEC. 8603. CLARIFICATION OF MEDICARE COV· 

ERAGE OF ITEMS AND SERVICES AS
SOCIATED WITH CERTAIN MEDICAL 
DEVICES APPROVED FOR INVES. 
TIGATIONAL USE. 

(a) COVERAGE.-Nothing in title XVIII of 
the Social Security Act may be construed to 

prohibit coverage under part A or part B of 
the medicare program of items and services 
associated with the use of a medical device 
in the furnishing of inpatient or outpatient 
hospital services (including outpatient diag
nostic imaging services) for which payment 
may be made under the program solely on 
the grounds that the device is not an ap
proved device, if-

(1) the device is an investigational device; 
and 

(2) the device is used instead of either an 
approved device or a covered procedure. 

(b) CLARIFICATION OF PAYMENT AMOUNT.
Notwithstanding any other provision of title 
XVIII of the Social Security Act, the amount 
of payment made under the medicare pro
gram for any item or service associated with 
the use of an investigational device in the 
furnishing of inpatient or outpatient hos
pital services (including outpatient diag
nostic imaging services) for which payment 
may be made under the program may not ex
ceed the amount of the payment which 
would have been made under the program for 
the item or service if the item or service 
were associated with the use of an approved 
device or a covered procedure. 

(c) DEFINITIONS.-In this section-
(1) the term "approved device" means a 

medical device (or devices) which has been 
approved for marketing under pre-market 
approval under the Federal Food, Drug, and 
Cosmetic Act or cleared for marketing under 
a 510(k) notice under such Act; and 

(2) the term "investigational device" 
means-

(A) a medical device or devices (other than 
a device described in paragraph (1)) approved 
for investigational use under section 520(g) of 
the Federal Food, Drug, and Cosmetic Act, 
or 

(B) a product authorized for use under sec
tion 505(i) of the Federal Food, Drug, and 
Cosmetic Act which includes the use of a 
medical device (or devices) or an investiga
tional combination product under section 
503(g) of such Act which includes a device (or 
devices) authorized for use under section 
505(i) of such Act. 
SEC. 8604. ADDITIONAL EXCLUSION FROM COV· 

ERAGE. 
(a) IN GENERAL.-Section 1862(a) (42 u.s.c. 

1395y(a)) is amended-
(1) by striking "or" at the end of paragraph 

(14), 
(2) by striking the period at the end of 

paragraph (15) and inserting "; or", and 
(3) by inserting after paragraph (15) the fol

lowing new paragraph: 
"(16) where such expenses are for items or 

services, or to assist in the purchase, in 
whole or in part, of health benefit coverage 
that includes items or services, for the pur
pose of causing, or assisting in causing, the 
death, suicide, euthanasia, or mercy killing 
of a person.". 

(b) EFFECTIVE DATE.-The amendments 
made by subsection (a) shall apply to pay
ment for i terns and services furnished on or 
after the date of the enactment of this Act. 
SEC. 8605. EXTENDING MEDICARE COVERAGE OF, 

AND APPLICATION OF HOSPITAL IN· 
SURANCE TAX 'TO, ALL STATE AND 
LOCAL GOVERNMENT EMPWYEES. 

(a) IN GENERAL.-
(1) APPLICATION OF HOSPITAL INSURANCE 

TAX.-Section 3121(u)(2) of the Internal Reve
nue Code of 1986 is amended by striking sub
paragraphs (C) and (D). 

(2) COVERAGE UNDER MEDICARE.-Section 
210(p) of the Social Security Act (42 U.S.C. 
410(p)) is amended by striking paragraphs (3) 
and (4). 
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(3) EFFECTIVE DATE.-The amendments 

made by this subsection shall apply to serv
ices performed after December 31, 1996. 

(b) TRANSITION IN BENEFITS FOR STATE AND 
LOCAL GoVERNMENT EMPLOYEES AND FORMER 
EMPLOYEES.-

(!) IN GENERAL.-
(A) EMPLOYEES NEWLY SUBJECT TO TAX.

For purposes of sections 226, 226A, and 1811 of 
the Social Security Act, in the case of any 
individual who performs services during the 
calendar quarter beginning January 1, 1997, 
the wages for which are subject to the tax 
imposed by section 3101(b) of the Internal 
Revenue Code of 1986 only because of the 
amendment made by subsection (a), the indi
vidual's medicare qualified State or local 
government employment (as defined in sub
paragraph (B)) performed before January 1, 
1997, shall be considered to be "employment" 
(as defined for purposes of title II of such 
Act), but only for purposes of providing the 
individual (or another person) with entitle
ment to hospital insurance benefits under 
part A of title XVIII of such Act for months 
beginning with January 1997. 

(B) MEDICARE QUALIFIED STATE OR LOCAL 
GOVERNMENT EMPLOYMENT DEFINED.-In this 
paragraph, the term "medicare qualified 
State or local government employment" 
means medicare qualified government em
ployment described in section 210(p)(l)(B) of 
the Social Security Act (determined without 
regard to section 210(p)(3) of such Act, as in 
effect before its repeal under subsection 
(a)(2)). 

(2) AUTHORIZATION OF APPROPRIATIONS.
There are authorized to be appropriated to 
the Federal Hospital Insurance Trust Fund 
from time to time such sums as the Sec
retary of Heal th and Human Services deems 
necessary for any fiscal year on account of-

(A) payments made or to be made during 
such fiscal year from such Trust Fund with 
respect to individuals who are entitled to 
benefits under title XVIII of the Social Secu
rity Act solely by reason of paragraph (1), 

(B) the additional administrative expenses 
resulting or expected to result therefrom, 
and 

(C) any loss in interest to such Trust Fund 
resulting from the payment of those 
amounts, in order to place such Trust Fund 
in the same position at the end of such fiscal 
year as it would have been in if this sub
section had not been enacted. 

(3) INFORMATION TO INDIVIDUALS WHO ARE 
PROSPECTIVE MEDICARE BENEFICIARIES BASED 
ON STATE AND LOCAL GOVERNMENT EMPLOY
MENT.-Section 226(g) of the Social Security 
Act (42 U.S.C. 426(g)) is amended-

(A) by redesignating paragraphs (1) 
through (3) as subparagraphs (A) through (C), 
respectively, 

(B) by inserting "(l)" after "(g)", and 
(C) by adding at the end the following new 

paragraph: 
"(2) The Secretary, in consultation with 

State and local governments, shall provide 
procedures designed to assure that individ
uals who perform medicare qualified govern
ment employment by virtue of service de
scribed in section 210(a)(7) are fully informed 
with respect to (A) their eligibility or poten
tial eligibility for hospital insurance bene
fits (based on such employment) under part 
A of title XVIII, (B) the requirements for, 
and conditions of, such eligibility, and (C) 
the necessity of timely application as a con
dition of becoming entitled under subsection 
(b)(2)(C), giving particular attention to indi
viduals who apply for an annuity or retire
ment benefit and whose eligibility for such 
annuity or retirement benefit is based on a 
disability." 

(c) TECHNICAL AMENDMENTS.-
(!) Subparagraph (A) of section 3121(u)(2) of 

the Internal Revenue Code of 1986 is amended 
by striking "subparagraphs (B) and (C)," and 
inserting "subparagraph (B), ". 

(2) Subparagraph (B) of section 210(p)(l) of 
the Social Security Act (42 U.S.C. 410(p)(l)) is 
amended by striking "paragraphs (2) and 
(3)." and inserting "paragraph (2)." 

(3) Section 218 of the Social Security Act 
(42 U.S.C. 418) is amended by striking sub
section (n). 

(4) The amendments made by this sub
section shall apply after December 31, 1996. 

Subtitle H-Monitoring Achievement of 
Medicare Reform Goals 

SEC. 8701. ESTABLISHMENT OF BUDGETARY AND 
PROGRAM GOALS. 

(a) IN GENERAL.-The Secretary shall es
tablish program budgetary and program 
goals for the medicare program consistent 
with this section. 

(b) BUDGETARY GoALS.-The budgetary 
goal is to restrict total outlays under the 
medicare program as follows: 

(1) For fiscal year 1996, $173,500,000,000. 
(2) For fiscal year 1997, $187,300,000,000. 
(3) For fiscal year 1998, $200,800,000,000. 
(4) For fiscal year 1999, $215,200,000,000. 
(5) For fiscal year 2000, $220,500,000,000. 
(6) For fiscal year 2001, $248,000,000,000. 
(7) For fiscal year 2002, $267,100,000,000. 
(c) PROGRAM GOALS.-The program goals 

shall be consistent with the following: 
(1) There should be an equitable distribu

tion of funds between per beneficiary spend
ing on payments to Medicare Choice organi
zations under part C of the medicare pro
gram and on payments to providers on a fee
for-service basis under parts A and B of the 
program. 

(2) Payments to Medicare Choice organiza
tions should be established in a manner that 
promotes the availability of Medicare Choice 
products in all regions of the country and 
that permits such organizations to offer ade
quate coverage. 
SEC. 8702. MEDICARE REFORM COMMISSION. 

(a) ESTABLISHMENT.-There is established a 
commission to be known as the Medicare Re
form Commission (in this section referred to 
as the "Commission"). 

(b) DUTIES.-
(!) IN GENERAL.-The Commission shall ex

amine how the medicare program has met 
the budgetary and program goals established 
under section 8701. 

(2) PERIODIC REPORTS.-
(A) IN GENERAL.-The Commission shall 

issue a report on April 1, 1998, and on March 
1 of every third subsequent year, on the sta
tus of the medicare program in relation to 
the budgetary and program goals specified in 
section 8601. 

(B) CONTENTS.-Each report shall include 
the following information about the medi
care program in the most recent fiscal year 
and projects for the succeeding 3 fiscal years: 

(i) The actuarial value of the traditional 
medicare benefit package. 

(ii) The projected rate of growth of outlays 
under the traditional medicare program. 

(iii) The ability of Medicare Choice organi
zations to offer an adequate benefit package 
under part C of the medicare program. 

(iv) The extent of Medicare Choice prod
ucts made available to medicare bene
ficiaries in the different regions of the coun
try. 

(3) RECOMMENDATIONS.-
(A) IN GENERAL.-If a report under para

graph (2) finds that any of the following 
problems exists, the Commission shall in
clude recommendations to respond to the 
problem: 

(i) The actuarial value of the traditional 
medicare benefit package exceeds the pay
ment rate under the Medicare Choice pro
gram. 

(ii) The rate of growth of the traditional 
medicare program under parts A and B is 
projected to result in medicare outlays ex
ceeding the outlay targets specified in sec
tion 8701. 

(iii) The payments under the Medicare 
Choice program are not sufficient to allow 
contractors to provide an adequate benefit 
package. 

(iv) The selection of Medicare Choice prod
ucts are limited or not available in parts of 
the country. 

(B) TYPES OF RECOMMENDATIONS.-The rec
ommendations provided under subparagraph 
(A) may include-

(i) in response to the problem described in 
subparagraph (A)(ii), reduction in payments 
to providers under parts A and B or an in
crease in cost sharing by beneficiaries; and 

(ii) in response ·to the problems described 
in subparagraphs (A)(iii) and (A)(iv), an ad
justment to payment rates to Medicare 
Choice organizations. 
Such recommendations may not include any 
change that is inconsistent with attaining 
the outlay targets specified under section 
8701. 

(4) PRESIDENTIAL RESPONSE.-If the Com
mission reports under this subsection that 
the goals established in section 8701 are not 
met (or projects that such goals will not be 
met for during a 3-year period), the Presi
dent shall submit to Congress, within 90 days 
after the date of submission of the report, 
specific legislative recommendations to cor
rect the problem. Such recommendations 
may include those described in paragraph 
(3)(B) and may not include any any change 
that is inconsistent with attaining the out
lay targets specified under section 8701. 

(5) CONGRESSIONAL CONSIDERATION.-
(A) IN GENERAL.-The President's rec

ommendations submitted under paragraph 
(4) shall not apply unless a joint resolution 
(described in subparagraph (B)) approving 
such recommendations is enacted, in accord
ance with the provisions of subparagraph (C), 
before the end of the 60-day period beginning 
on the date on which a report containing 
such recommendations is submitted by the 
President under paragraph (4). For purposes 
of applying the preceding sentence and sub
paragraphs (B) and (C), the days on which ei
ther House of Congress is not in session be
cause of an adjournment of more than three 
days to a day certain shall be excluded in the 
computation of a period. 

(B) JOINT RESOLUTION OF APPROVAL.-A 
joint resolution described in this subpara
graph means only a joint resolution which is 
introduced within the 10-day period begin
ning on the date on which the report de
scribed in subparagraph (A) is submitted 
and-

(i) which does not have a preamble; 
(ii) the matter after the resolving clause of 

which is as follows: "That Congress approves 
the recommendations of the President under 
section 8702(b)(4) of the Medicare Preserva
tion Act, as submitted by the President on 
______ .", the blank space being filled 
in with the appropriate date; and 

(iii) the title of which is as follows: "Joint 
resolution approving Presidential rec
ommendations submitted under section 
8702(b)(4) of the Medicare Preservation Act, 
as submitted by the President on 
______ .", the blank space being filled 
in with the appropriate date. 
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(C) PROCEDURES FOR CONSIDERATION OF RES

OLUTION OF APPROVAL.-Subject to subpara
graph (D), the provisions of section 2908 
(other than subsection (a)) of the Defense 
Base Closure and Realignment Act of 1990 
shall apply to the consideration of a joint 
resolution described in subparagraph (B) in 
the same manner as such provisions apply to 
a joint resolution described in section 2908(a) 
of such Act. 

(D) SPECIAL RULES.-For purposes of apply
ing subparagraph (C) with respect to such 
provisions-

(i) any reference to the Committee on 
Armed Services of the House of Representa
tives shall be deemed a reference to the Com
mittee on Ways and Means and any reference 
to the Committee on Armed Services of the 
Senate shall be deemed a reference to the 
Committee on Finance of the Senate; and 

(ii) any reference to the date on which the 
President transmits a report shall be deemed 
a reference to the date on which the Presi
dent submits the recommendations under 
paragraph (4). 

(C) MEMBERSHIP.-
(!) APPOINTMENT.-The Commission shall 

be composed of 5 members appointed by the 
President, of which 4 of whom are appointed 
from a list (of at least 5 nominees) submitted 
by each of the following: 

(A) The Speaker of the House of Represent
atives. 

(B) The Minority Leader of the House of 
Representatives. 

(C) The Majority Leader of the Senate. 
(D) The Minority Leader of the Senate. 
(2) TERM OF SERVICE.-Each member of the 

Commission shall serve for a term of 3 years. 
Members may be reappointed for additional 
terms. 

(3) CHAIRMAN AND VICE CHAIRMAN.-The 
Commission shall elect a Chairman and Vice 
Chairman from among its members. 

(4) VACANCIES.-Any vacancy in the mem
bership of the Commission shall be filled in 
the manner in which the original appoint
ment was made and shall not affect the 
power of the remaining members to execute 
the duties of the Commission. 

(5) QUORUM.-A quorum shall consist of 3 
members of the Commission, except that 2 
members may conduct a hearing under sub
section (e). 

(6) MEETINGS.-The Commission shall meet 
at the call of its Chairman or a majority of 
its members. 

(7) COMPENSATION AND REIMBURSEMENT OF 
EXPENSES.-Members of the Commission are 
not entitled to receive compensation for 
service on the Commission. Members may be 
reimbursed for travel, subsistence, and other 
necessary expenses incurred in carrying out 
the duties of the Commission. 

(d) STAFF AND CONSULTANTS.-
(!) STAFF.-The Commission may appoint 

and determine the compensation of such 
staff as may be necessary to carry out the 
duties of the Commission. Such appoint
ments and compensation may be made with
out regard to the provisions of title 5, United 
States Code, that govern appointments in 
the competitive services, and the provisions 
of chapter 51 and subchapter III of chapter 53 
of such title that relate to classifications 
and the General Schedule pay rates. 

(2) CONSULTANTS.-The Commission may 
procure such temporary and intermittent 
services of consultants under section 3109(b) 
of title 5, United States Code, as the Com
mission determines to be necessary to carry 
out the duties of the Commission. 

(e) POWERS.-
(!) HEARINGS AND OTHER ACTIVITIES.-For 

the purpose of carrying out its duties, the 

Commission may hold such hearings and un
dertake such other activities as the Commis
sion determines to be necessary to carry out 
its duties. 

(2) STUDIES BY GAO.-Upon the request of 
the Commission, the Comptroller General 
shall conduct such studies or investigations 
as the Commission determines to be nec
essary to carry out its duties. 

(3) COST ESTIMATES BY CONGRESSIONAL 
BUDGET OFFICE.-

(A) Upon the request of the Commission, 
the Director of the Congressional Budget Of
fice shall provide to the Commission such 
cost estimates as the Commission deter
mines to be necessary to carry out its duties. 

(B) The Commission shall reimburse the 
Director of the Congressional Budget Office 
for expenses relating to the employment in 
the office of the Director of such additional 
staff as may be necessary for the Director to 
comply with requests by the Commission 
under subparagraph (A). 

(4) DETAIL OF FEDERAL EMPLOYEES.-Upon 
the request of the Commission, the head of 
any Federal agency is authorized to detail, 
without reimbursement, any of the personnel 
of such agency to the Commission to assist 
the Commission in carrying out its duties. 
Any such detail shall not interrupt or other
wise affect the civil service status or privi
leges of the Federal employee. 

(5) TECHNICAL ASSISTANCE.-Upon the re
quest of the Commi~sion, the head of a Fed
eral agency shall provide such technical as
sistance to the Commission as the Commis
sion determines to be necessary to carry out 
its duties. 

(6) USE OF MAILS.-The Commission may 
use the United States mails in the same 
manner and under the same conditions as 
Federal agencies and shall, for purposes of 
the frank, be considered a commission of 
Congress as described in section 3215 of title 
39, United States Code. 

(7) OBTAINING INFORMATION.-The Commis
sion may secure directly from any Federal 
agency information necessary to enable it to 
carry out its duties, if the information may 
be disclosed under section 552 of title 5, Unit
ed States Code. Upon request of the Chair
man of the Commission, the head of such 
agency shall furnish such information to the 
Commission. In particular, the Adminis
trator of the Health Care Financing Admin
istration and the Director of the Office of 
Management and Budget shall provide the 
Commission with access to data for the con
duct of its work. 

(8) ADMINISTRATIVE SUPPORT SERVICES.
Upon the request of the Commission, the Ad
ministrator of General Services shall provide 
to the Commission on a reimbursable basis 
such administrative support services as the 
Commission may request. 

(9) ACCEPTANCE OF DONATIONS.-The Com
mission may accept, use, and dispose of gifts 
or donations of services or property. 

(10) PRINTING.-For purposes of costs relat
ing to printing and binding, including the 
cost of personnel detailed from the Govern
ment Printing Office, the Commission shall 
be deemed to be a committee of the Con
gress. 

(f) AUTHORIZATION OF APPROPRIATIONS.
There are authorized to be appropriated such 
sums as may be necessary to carry out this 
section. Amounts appropriated to carry out 
this section shall remain available until ex
pended. 

Subtitle I-Lock-Box Provisions for Medicare 
Part B Savings from Growth Reductions 

SEC. 8801. ESTABLISHMENT OF MEDICARE 
GROWTII REDUCTION TRUST FUND 
FOR PART B SAVINGS. 

Part B of title XVIII is amended by insert
ing after section 1841 the following new sec
tion: 

"MEDICARE GROWTH REDUCTION TRUST FUND 

"SEC. 1841A. (a)(l) There is hereby created 
on the books of the Treasury of the United 
States a trust fund to be known as the 'Fed
eral Medicare Growth Reduction Trust Fund' 
(in this section referred to as the 'Trust 
Fund'). The Trust Fund shall consist of such 
gifts and bequests as may be made as pro
vided in section 201(i)(l) and amounts appro
priated under paragraph (2). 

"(2) There are hereby appropriated to the 
Trust Fund amounts equivalent to 100 per
cent of the Secretary's estimate of the re
ductions in expenditures under this part that 
are attributable to the Medicare Preserva
tion Act of 1995. The amounts appropriated 
by the preceding sentence shall be trans
ferred from time to time (not less frequently 
than monthly) from the general fund in the 
Treasury to the Trust Fund. 

"(3)(A) Subject to subparagraph (B), with 
respect to monies transferred to the Trust 
Fund, no transfers, authorizations of appro
priations, or appropriations are permitted. 

"(B) Beginning with fiscal year 2003, the 
Secretary may expend funds in the Trust 
Fund to carry out this title, but only to the 
extent provided by Congress in advance 
through a specific amendment to this sec
tion. 

"(b) The provisions of subsections (b) 
through (e) of section 1841 shall apply to the 
Trust Fund in the same manner as they 
apply to the Federal Supplementary Medical 
Insurance Trust Fund, except that the Board 
of Trustees and Managing Trustee of the 
Trust Fund shall be composed of the mem
bers of the Board of Trustees and the Manag
ing Trustee, respectively, of the Federal Sup
plementary Medical Insurance Trust Fund.". 

Subtitle J-Clinical Laboratories 

SEC. 8901. EXEMPTION OF PHYSICIAN OFFICE 
LABORATORIES. 

Section 353(d) of the Public Health Service 
Act (42 U.S.C. 263a(d)) is amended-

(!) by redesignating paragraphs (2), (3), and 
(4) as paragraphs (3), (4), and (5) and by add
ing after paragraph (1) the following: 

"(2) EXEMPTION OF PHYSICIAN OFFICE LAB
ORATORIES.-

"(A) IN GENERAL.-Except as provided in 
subparagraph (B), a clinical laboratory in a 
physician's office (including an office of a 
group of physicians) which is directed by a 
physician and in which examinations and 
procedures are either performed by a physi
cian or by individuals supervised by a physi
cian solely as an adjunct to other services 
provided by the physician's office is exempt 
from this section. 

"(B) EXCEPTION.-A clinical laboratory de
scribed in subparagraph (A) is not exempt 
from this section when it performs a pap 
smear (Papanicolaou Smear) analysis. 

"(C) DEFINITION.-For purposes of subpara
graph (A), the term 'physician• has the same 
meaning as is prescribed for such term by 
section 1861(r) of the Social Security Act (42 
U.S.C. 1395x(r)). "; 

(2) in paragraph (3) (as so redesignated) by 
striking "(3)" and inserting "(4)"; and 

(3) in paragraphs (4) and (5) (as so redesig
nated) by striking "(2)" and inserting "(3)". 
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TITLE X-WELFARE REFORM 

SEC. 9000. AMENDMENT OF THE SOCIAL SECU· 
RITY ACT. 

Except as otherwise expressly provided, 
wherever in this title an amendment or re
peal is expressed in terms of an amendment 
to, or repeal of, a section or other provision, 
the reference shall be considered to be made 
to a section or other provision of the Social 
Security Act. 

Subtitle A-Temporary Employment 
Assistance 

SEC. 9101. STATE PLAN. 
(a) IN GENERAL.-Title IV (42 U.S.C. 601 et 

seq.) is amended by striking part A and in
serting the following: 

"PART A-TEMPORARY EMPLOYMENT 
ASSISTANCE 

"SEC. 400. APPROPRIATION. 
"For the purpose of providing assistance to 

families with needy children and assisting 
parents of children in such families to obtain 
and retain private sector work to the extent 
possible, and public sector or volunteer work 
if necessary, through the Work First Em
ployment Block Grant program (hereafter in 
this title referred to as the 'Work First pro
gram'), there is hereby authorized to be ap
propriated, and is hereby appropriated, for 
each fiscal year a sum sufficient to carry out 
the purposes of this part. The sums made 
available under this section shall be used for 
making payments to States which have ap
proved State plans for temporary employ
ment assistance. 

"Subpart 1-State Plans for Temporary 
Employment Assistance 

"SEC. 401. ELEMENTS OF STATE PLANS. 
"A State plan for temporary employment 

assistance shall provide a description of the 
State program which carries out the purpose 
described in section 400 and shall meet the 
requirements of the following sections of 
this subpart. 
"SEC. 402. FAMILY ELIGIBILITY FOR TEMPORARY 

EMPLOYMENT ASSISTANCE. 
"(a) IN GENERAL.-The State plan shall 

provide that any family-
"(l) with 1 or more children (or any expect

ant family, at the option of the State), de
fined as needy by the State; and 

"(2) which fulfills the conditions set forth 
in subsection (b), 
shall be eligible for cash assistance under the 
plan, except as otherwise provided under this 
part. 

"(b) INDIVIDUAL RESPONSIBILITY PLAN.
The State plan shall provide that not later 
than 30 days after the approval of the appli
cation for temporary employment assist
ance, a parent qualifying for assistance shall 
execute an individual responsibility plan as 
described in section 403. If a child otherwise 
eligible for assistance under this part is re
siding with a relative other than a parent, 
the State plan may require the relative to 
execute such a plan as a condition of the 
family receiving such assistance. 

"(C) LIMITATIONS ON ELIGIBILITY.
"(!) LENGTH OF TIME.-
"(A) IN GENERAL.-Except as provided in 

subparagraphs (B), (C), (D), and (E), the 
State plan shall provide that the family of 
an individual who, after attaining age 18 
years (or age 19 years, at the option of the 
State), has received assistance under the 
plan for 60 months, shall no longer be eligi
ble for cash assistance under the plan. 

"(B) HARDSHIP EXCEPTION.-With respect to 
any family, the State plan shall not include 
in the determination of the 00-month period 
under subparagraph (A) any month in 
which-

"(i) at the option of the State, the family 
includes an individual working 20 hours per 
week (or more, at the option of the State); 

"(ii) the family resides in an area with an 
unemployment rate exceeding 8 percent; or 

"(iii) the family is experiencing other spe
cial hardship circumstances which make it 
appropriate for the State to provide an ex
emption for such month, except that the 
total number of exemptions under this 
clause for any month shall not exceed 15 per
cent of the number of families to which the 
State is providing assistance under the plan. 

"(C) ExCEPTION FOR TEEN PARENTS.-With 
respect to any family, the State plan shall 
not include in the determination of the 00-
month period under subparagraph (A) any 
month in which the parent-

"(i) is under age 18 (or age 19, at the option 
of the State); and 

"(ii) is making satisfactory progress while 
attending high school or an alternative tech
nical preparation school. 

"(D) ExCEPTION FOR INDIVIDUALS EXEMPT 
FROM WORK REQUIREMENTS.-With respect to 
any family, the State plan shall not include 
in the determination of the 60-month period 
under subparagraph (A) any month in which 
1 or each of the parents-

"(i) is seriously ill, incapacitated, or of ad
vanced age; 

"(ii)(!) except for a child described in sub
clause (II), is responsible for a child under 
age 1 year (or age 6 months, at the option of 
the State), or 

"(II) in the case of a 2nd or subsequent 
child born during such period, is responsible 
for a child under age 3 months; 

"(iii) is pregnant in the 3rd trimester; or 
"(iv) is caring for a family member who is 

ill or incapacitated. 
"(E) ExCEPTION FOR CHILD-ONLY CASES.

With respect to any child who has not at
tained age 18 (or age 19, at the option of the 
State) and who is eligible for assistance 
under this part, but not as a member of a 
family otherwise eligible for assistance 
under this part (determined without regard 
to this paragraph), the State plan shall not 
include in the determination of the 00-month 
period under subparagraph (A) any month in 
which such child has not attained such age. 

"(F) OTHER PROGRAM ELIGIBILITY.-The 
State plan shall provide that if a family is no 
longer eligible for cash assistance under the 
plan due to the imposition of the 00-month 
period under subparagraph (A) or due to the 
imposition of a penalty under subparagraph 
(A)(ii) or (B)(ii) of section 403(e)(l)-

"(i) for purposes of determining eligibility 
for any other Federal or federally assisted 
program based on need, such family shall 
continue to be considered eligible for such 
cash assistance; 

"(ii) for purposes of determining the 
amount of assistance under any other Fed
eral or federally assisted program based on 
need, such family shall continue to be con
sidered receiving such cash assistance; and 

"(iii) the State may, at the option of the 
State, after having assessed the needs of the 
child or children of the family, provide for 
such needs with a voucher for such family-

"(!) determined on the same basis as the 
State would provide assistance under the 
State plan to such a family with 1 less indi
vidual, 

"(II) designed appropriately to pay third 
parties for shelter, goods, and services re
ceived by the child or children, and 

" (Ill) payable directly to such third par
ties. 

"(2) TREATMENT OF INTERSTATE MI
GRANTS.-The State plan may apply to a cat-

egory of families the rules for such category 
under a plan of another State approved 
under this part, if a family in such category 
has moved to the State from the other State 
and has resided in the State for less than 12 
months. 

"(3) INDIVIDUALS ON OLD-AGE ASSISTANCE OR 
SSI INELIGIBLE FOR TEMPORARY EMPLOYMENT 
ASSISTANCE.-The State plan shall provide 
that no assistance shall be furnished any in
dividual under the plan with respect to any 
period with respect to which such individual 
is receiving old-age assistance under the 
State plan approved under section 102 of title 
I or supplemental security income under 
title XVI. 

"(4) CHILDREN FOR WHOM FEDERAL, STATE, 
OR LOCAL FOSTER CARE MAINTENANCE OR ADOP
TION ASSISTANCE PAYMENTS ARE MADE.-A 
child with respect to whom foster care main
tenance payments or adoption assistance 
payments are made under part E or under 
State or local law shall not, for the period 
for which such payments are made, be re
garded as a needy child under this part, and 
such child's income and resources shall be 
disregarded in determining the eligibility of 
the family of such child for temporary em
ployment assistance. 

"(5) DENIAL OF ASSISTANCE FOR 10 YEARS TO 
A PERSON FOUND TO HAVE FRAUDULENTLY MIS
REPRESENTED RESIDENCE IN ORDER TO OBTAIN 
ASSISTANCE IN 2 OR MORE STATES.-The State 
plan shall provide that no assistance will be 
furnished any individual under the plan dur
ing the 10-year period that begins on the 
date the individual is convicted in Federal or 
State court of having made, a fraudulent 
statement or representation with respect to 
the place of residence of the individual in 
order to receive benefits or services simulta
neously from 2 or more States under pro
grams that are funded under this part, title 
XIX, or the Food Stamp Act of 1977, or bene
fits in 2 or more States under the supple
mental security income program under title 
XVI. 

"(6) DENIAL OF ASSISTANCE FOR FUGITIVE 
FELONS AND PROBATION AND PAROLE VIOLA
TORS.-

"(A) IN GENERAL.-The State plan shall 
provide that no assistance will be furnished 
any individual under the plan for any period 
if during such period the State agency has 
knowledge that such individual is--

"(i) fleeing to avoid prosecution, or cus
tody or confinement after conviction, under 
the laws of the place from which the individ
ual flees, for a crime, or an attempt to com
mit a crime, which is a felony under the laws 
of the place from which the individual flees , 
or which, in the case of the State of New Jer
sey, is a high misdemeanor under the laws of 
such State; or 

"(ii) violating a condition of probation or 
parole imposed under Federal or State law. 

"(B) EXCHANGE OF INFORMATION WITH LAW 
ENFORCEMENT AG ENCIES.-N otwi thstanding 
any other provision of law, the State plan 
shall provide that the State shall furnish 
any Federal, State, or local law enforcement 
officer, upon the request of the officer, with 
the current address of any recipient of as
sistance under the plan, if the officer fur
nishes the agency with the name of the re
cipient and notifies the agency that-

"(i) such recipient-
"(!) is described in clause (i) or (ii) of sub

paragraph (A); or 
"(II) has information that is necessary for 

the officer to conduct the officer's official 
duties; and 

"(ii) the location or apprehension of the re
cipient is within such officer's official du
ties. 
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"(d) DETERMINATION OF ELIGIBILITY.-
"(l) DETERMINATION OF NEED.-The State 

plan shall provide that the State agency 
take into consideration any income and re
sources of any individual the State deter
mines should be considered in determining 
the need of the child or relative claiming 
temporary employment assistance, subject 
to section 407. 

"(2) RESOURCE AND INCOME DETERMINA
TION .-In determining the total resources 
and income of the family of any needy child, 
the State plan shall provide the following: 

"(A) RESOURCES.-The State's resource 
limit, including a description of the policy 
determined by the State regarding any ex
clusion allowed for vehicles owned by family 
members, resources set aside for future needs 
of a child, individual development accounts, 
or other policies established by the State to 
encourage savings. 

"(B) FAMILY INCOME.-The extent to which 
earned or unearned income is disregarded in 
determining eligibility for, and amount of, 
assistance. 

"(C) CHILD SUPPORT.-The State's policy, if 
any, for determining the extent to which 
child support received in excess of $50 per 
month on behalf of a member of the family 
is disregarded in determining eligibility for, 
and the amount of, assistance. 

"(D) CHILD'S EARNINGS.-The treatment of 
earnings of a child living in the home. 

"(E) EARNED INCOME TAX CREDIT.-The 
State agency shall disregard any refund of 
Federal income taxes made to a family re
ceiving temporary employment assistance 
by reason of section 32 of the Internal Reve
nue Code of 1986 (relating to earned income 
tax credit) and any payment made to such a 
family by an employer under section 3507 of 
such Code (relating to advance payment of 
earned income credit). 

"(3) VERIFICATION SYSTEM.-The State plan 
shall provide that information is requested 
and exchanged for purposes of income and 
eligibility verification in accordance with a 
State system which meets the requirements 
of section 1137. 
"SEC. 403. INDIVIDUAL RESPONSIBILITY PLAN. 

"(a) ASSESSMENT.-The State agency re
sponsible for administering the State plan 
shall make an initial assessment of the 
skills, prior work experience, and employ
ability of each applicant for, or recipient of, 
assistance under the State plan who-

"(1) has attained 18 years of age; or 
"(2) has not completed high school or ob

tained a certificate of high school equiva
lency, and is not attending secondary school. 

"(b) INDIVIDUAL RESPONSIBILITY PLANS.-
"(l) IN GENERAL.-On the basis of the as

sessment made under subsection (a) with re
spect to an individual; the State agency, in 
consultation with the individual, shall de
velop an individual responsibility plan for 
the individual, which-

"(A) shall provide that participation by 
the individual in job search activities shall 
be a condition of eligibility for assistance 
under the State plan approved under part A, 
except during any period for which the indi
vidual is employed full-time in an 
unsubsidized job in the· private sector; 

"(B) sets forth an employment goal for the 
individual and a plan for moving the individ
ual immediately into private sector employ
ment; 

"(C) sets forth the obligations of the indi
vidual, which may include a requirement 
that the individual attend school, maintain 
certain grades and attendance, keep school 
age children of the individual in school, im
munize children, attend parenting and 

money management classes, or do other 
things that will help the individual become 
and remain employed in the private sector; 

"(D) may require that the individual enter 
the State program established under part F, 
if the caseworker determines that the indi
vidual will need education, training, job 
placement assistance, wage enhancement, or 
other services to become employed in the 
private sector; 

"(E) shall provide that the individual 
must-

"(i) assign to the State any rights to sup
port from any other person the individual 
may have in such individual's own behalf or 
in behalf of any other family member for 
whom the individual is applying for or re
ceiving assistance; and 

"(ii) cooperate with the State-
"(!) in establishing the paternity of a child 

born out of wedlock with respect to whom 
assistance is claimed, and 

"(II) in obtaining support payments for the 
individual and for a child with respect to 
whom such assistance is claimed, or in ob
taining any other payments or property due 
the individual or the child, 
unless (in either case) the individual is found 
to have good cause for refusing to cooperate 
as determined by the State agency in accord
ance with standards prescribed by the Sec
retary, which standards shall take into con
sideration the best interests of the child on 
whose behalf assistance is claimed. 

"(F) to the greatest extent possible shall 
be designed to move the individual into 
whatever private sector employment the in
dividual is capable of handling as quickly as 
possible, and to increase the responsibility 
and amount of work the individual is to han
dle over time; 

"(G) shall describe what services the State 
will provide the individual so that the indi
vidual will be able to obtain and keep em
ployment in the private sector, and describe 
the job counseling and other services that 
will be provided by the State; and 

"(H) at the option of the State, may re
quire the individual to undergo appropriate 
substance abuse treatment. 

"(2) TIMING.-The State agency shall com
ply with paragraph (1) with respect to an in
dividual-

"(A) within 90 days (or, at the option of the 
State, 180 days) after the effective date of 
this part, in the case of an individual who, as 
of such effective date, is a recipient of assist
ance under the State plan approved under 
this part; or 

"(B) within 30 days (or, at the option of the 
State, 90 days) after the individual is deter
mined to be eligible for such assistance, in 
the case of any other individual. 

"(C) PROVISION OF PROGRAM AND EMPLOY
MENT INFORMATION.-The State shall inform 
all applicants for and recipients of assistance 
under the State plan approved under this 
part of all available services under the State 
plan for which they are eligible. 

"(d) REQUIREMENT THAT RECIPIENTS ENTER 
THE WORK FIRST PROGRAM.-

"(l) IN GENERAL.-Beginning with fiscal 
year 2004, the State shall place recipients of 
assistance under the State plan approved 
under this part, who have not become em
ployed in the private sector within 1 year 
after signing an individual responsibility 
plan, in the first available slot in the State 
program established under part F, except as 
provided in paragraph (2). 

"(2) EXCEPTIONS.-A state may not be re
quired to place a recipient of such assistance 
in the State program established under part 
F if the recipient-

"(A) is ill, incapacitated, or of advanced 
age; 

"(B) has not attained 18 years of age; 
"(C) is caring for a child or parent who is 

ill or incapacitated; or 
"(D) is enrolled in school or in educational 

or training programs that will lead to pri
vate sector employment. 

"(e) PENALTIES.-
"(!) STATE NOT OPERATING A WORK FIRST OR 

WORKFARE PROGRAM.-In the case of a State 
that is not operating a program under part F 
orG: 

"(A) FAILURE TO COMPLY WITH INDIVIDUAL 
RESPONSIBILITY PLAN OR AGREEMENT OF MU
TUAL RESPONSIBILITY.-

"(i) PROGRESSIVE REDUCTIONS IN ASSIST
ANCE FOR lST AND 2ND FAILURES.-The amount 
of assistance otherwise to be provided under 
the State plan approved under this part to a 
family that includes an individual who fails 
without good cause to comply with an indi
vidual responsibility plan (or, if the State 
has established a program under subpart 1 of 
part F and the individual is required to par
ticipate in the program, an agreement of mu
tual responsibility) signed by the individual 
(other than by reason of conduct described in 
paragraph (2)) shall be reduced by-

"(I) 33 percent for the 1st such act of non
compliance; or 

"(II) 66 percent for the 2nd such act of non
compliance. 

"(ii) DENIAL OF ASSISTANCE FOR 3RD FAIL
URE.-ln the case of the 3rd such act of non
compliance, the family of which the individ
ual is a member shall not thereafter be eligi
ble for assistance under the State plan ap
proved under this part. 

"(iii) ACTS OF NONCOMPLIANCE.-For pur
poses of this paragraph, a 1st act of non
compliance by an individual continues for 
more tlian 1 calendar month shall be consid
ered a 2nd act of noncompliance, and a 2nd 
act of noncompliance that continues for 
more than 3 calendar months shall be consid
ered a 3rd act of noncompliance. 

"(B) DENIAL OF ASSISTANCE TO ADULTS RE
FUSING TO WORK, LOOK FOR WORK, OR ACCEPT A 
BONA FIDE OFFER OF EMPLOYMENT.-

"(i) REFUSAL TO WORK OR LOOK FOR WORK.
If an unemployed individual who has at
tained 18 years of age refuses to work or look 
for work-

"(!) in the case of the 1st such refusal, as
sistance under the State plan approved under 
this part shall not be payable with respect to 
the individual until the later of-

"(aa) a period of not less than 6 months 
after the date of the first such refusal; or 

"(bb) the first date the individual agrees to 
work or look for work; or 

"(II) in the case of the 2nd such refusal, the 
family of which the individual is a member 
shall not thereafter be eligible for assistance 
under the State plan approved under this 
part. 

"(ii) REFUSAL TO ACCEPT A BONA FIDE OFFER 
OF EMPLOYMENT.-If an unemployed individ
ual who has attained 18 years of age refuses 
to accept a bona fide offer of employment, 
the family of which the individual is a mem
ber shall not thereafter be eligible for assist
ance under the State plan approved under 
this part. 

"(2) OTHER STATES.-In the case of any 
other State, the State shall reduce, by such 
amount as the State considers appropriate, 
the amount of assistance otherwise payable 
under the State plan approved under this 
part to a family that includes an individual 
who fails without good cause to comply with 
an individual responsibility plan signed by 
the individual. 
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"SEC. 404. PAYMENT OF ASSISTANCE. 

"(a) STANDARDS OF ASSISTANCE.-The State 
plan shall specify standards of assistance, in
cluding-

"(l) the composition of the unit for which 
assistance will be provided; 

"(2) a standard, expressed in money 
amounts, to be used in determining the need 
of applicants and recipients; 

"(3) a standard, expressed in money 
amounts, to be used in determining the 
amount of the assistance payment; and 

"(4) the methodology to be used in 
determining the payment amount received 
by assistance units. 

"(b) LEVEL OF ASSISTANCE.-Except as oth
erwise provided in this title, the State plan 
shall provide that-

"(l) the determination of need and the 
amount of assistance for all applicants and 
recipients shall be made on an objective and 
equitable basis; and 

"(2) families of similar composition with 
similar needs and circumstances shall be 
treated similarly. 

"(c) CORRECTION OF PAYMENTS.-The State 
plan shall provide that the State agency will 
promptly take all necessary steps to correct 
any overpayment or underpayment of assist
ance under such plan, including the request 
for Federal tax refund intercepts as provided 
under section 416. 

"(d) OPTIONAL VOLUNTARY DIVERSION PRO
GRAM.-The State plan shall, at the option of 
the State, and in such part or parts of the 
State as the State may select, provide that-

"(l) upon the recommendation of the case
worker who is handling the case of a family 
eligible for assistance under the State plan, 
the State shall, in lieu of any other assist
ance under the State plan to the family dur
ing a time period of not more than 3 months, 
make a lump-sum payment to the family for 
the time period in an amount not to exceed-

"(A) the value of the monthly benefits that 
would otherwise be provided to the family 
under the State plan; multiplied by 

"(B) the number of months in the time pe
riod; 

"(2) a lump-sum payment pursuant to sub
paragraph (A) shall not be made more than 
once to any family; and 

"(3) if, during a time period for which the 
State has made a lump-sum payment to a 
family pursuant to subparagraph (A), the 
family applies for and (but for the lump-sum 
payment) would be eligible under the State 
plan for a monthly benefit that is greater 
than the value of the monthly benefit which 
would have been provided to the family 
under the State plan at the time of the cal
culation of the lump sum payment, then, 
notwithstanding subparagraph (A), the State 
shall, for that part of the time period that 
remains after the family becomes eligible for 
the greater monthly benefit, provide month
ly benefits to the family in an amount not to 
exceed-

" (A) the amount by which the value of the 
greater monthly benefit exceeds the value of 
the former monthly benefit, multiplied by 
the number of months in the time period; di
vided by 

"(B) the whole number of months remain
ing in the time period.". 
"SEC. 405. OTHER PROGRAMS. 

"(a) WORK FIRST PROGRAM; WORKFARE OR 
JOB PLACEMENT VOUCHER PROGRAM.-The 
State plan shall provide that the State has 
in effect and operation-

"(!) a work first program that meets the 
requirements of part F; and 

"(2) a workfare program that meets the re
quirements of part G, or a job placement 

voucher program that meets the require
ments of part H, but not both. 

" (b) PROVISION OF POSITIONS AND VOUCH
ERS.- The State plan shall provide that the 
State shall provide a position in the 
workfare program established by the State 
under part G, or a job placement voucher 
under the job placement voucher program es
tablished by the State under part H to any 
individual who, by reason of section 487(b), is 
prohibited from participating in the work 
first program operated by the State, and 
shall not provide such a position or such a 
voucher to any other individual. 

" (C) PROVISION OF CASE MANAGEMENT SERV
ICES.-The State plan shall provide that the 
State shall provide to participants in such 
programs such case management services as 
are necessary to ensure the integrated provi
sion of benefits and services under such pro
grams. 

"(d) STATE CHILD SUPPORT AGENCY.-The 
State plan shall-

"(l) provide that the State has in effect a 
plan approved under part D and operates a 
child support program in substantial compli
ance with such plan; 

"(2) provide that the State agency admin
istering the plan approved under this part 
shall be responsible for assuring that-

"(A) the benefits and services provided 
under plans approved under this part and 
part D are furnished in an integrated man
ner, including coordination of intake proce
dures with the agency administering the 
plan approved under part D; 

"(B) all applicants for, and recipients of, 
temporary employment assistance are en
couraged, assisted, and required (as provided 
under section 403(b)(l)(E)(ii)) to cooperate in 
the establishment and enforcement of pater
nity and child support obligations and are 
notified about the services available under 
the State plan approved under part D; and 

"(C) procedures require referral of pater
nity and child support enforcement cases to 
the agency administering the plan approved 
under part D not later than 10 days after the 
application for temporary employment as
sistance; and 

"(3) provide for prompt notice (including 
the transmittal of all relevant information) 
to the State child support collection agency 
established pursuant to part D of the fur
nishing of temporary employment assistance 
with respect to a child who has been deserted 
or abandoned by a parent (including a child 
born out-of-wedlock without regard to 
whether the paternity of such child has been 
established). 

"(e) CHILD WELFARE SERVICES AND FOSTER 
CARE AND ADOPTION ASSISTANCE.-The State 
plan shall provide that the State has in ef
fect-

"(l) a State plan for child welfare services 
approved under part B; and 

" (2) a State plan for foster care and adop
tion assistance approved under part E, 
and operates such plans in substantial com
pliance with the requirements of such parts. 

"(f) REPORT OF CHILD ABUSE, ETC.-The 
State plan shall provide that the State agen
cy will-

"(l) report to an appropriate agency or of
ficial, known or suspected instances of phys
ical or mental injury, sexual abuse or exploi
tation, or negligent treatment or maltreat
ment of a child receiving assistance under 
the State plan under circumstances which 
indicate that the child's health or welfare is 
threatened thereby; and 

"(2) provide such informa.tion with respect 
to a situation described in paragraph (1) as 
the State agency may have. 

"(g) AVAILABILITY OF ASSISTANCE IN RURAL 
AREAS OF STATE.-The State plan shall con
sider and address the needs of rural areas in 
the State to ensure that families in such 
areas receive assistance to become self-suffi
cient. 

" (h) FAMILY PRESERVATION.-
" (!) IN GENERAL.-The State plan shall de

scribe the efforts by the State to promote 
family preservation and stability, including 
efforts-

"(A) to encourage fathers to stay home and 
be a part of the family; 

"(B) to keep families together to the ex
tent possible; and 

"(C) except to the extent provided in para
graph (2), to treat 2-parent families and 1-
parent families equally with respect to eligi
bility for assistance. 

"(2) MAINTENANCE OF TREATMENT.-The 
State may impose eligibility limitations re
lating specifically to 2-parent families to the 
extent such limitations are no more restric
tive than such limitations in effect in the 
State plan in fiscal year 1995. 
"SEC. 406. ADMINISTRATIVE REQUIREMENTS FOR 

STATE PLAN. 
"(a) STATEWIDE PLAN.-The State plan 

shall be in effect in all political subdivisions 
of the State, and, if administered by the sub
divisions, be mandatory upon such subdivi
sions. If such plan is not administered uni
formly throughout the State, the plan shall 
describe the administrative variations. 

"(b) SINGLE ADMINISTRATING AGENCY.-The 
State plan shall provide for the establish
ment or designation of a single State agency 
to administer the plan or supervise the ad
ministration of the plan. 

"(c) FINANCIAL PARTICIPATION.-The State 
plan shall provide for financial participation 
by the State in the same manner and 
amount as such State participates under 
title XIX, except that with respect to the 
sums expended for the administration of the 
State plan, the percentage shall be 50 per
cent. 

"(d) REASONABLE PROMPTNESS.-The State 
plan shall provide that all individuals wish
ing to make application for temporary em
ployment assistance shall have opportunity 
to do so, and that such assistance be fur
nished with reasonable promptness to all eli
gible individuals. 

"(e) AUTOMATED DATA PROCESSING SYS
TEM.-The State plan shall, at the option of 
the State, provide for the establishment and 
operation of an automated statewide man
agement information system designed effec
tively and efficiently, to assist management 
in the administration of the State plan ap
proved under this part, so as-

"(I) to control and account for-
"(A) all the factors in the total eligibility 

determination process under such plan for 
assistance, and 

"(B) the costs, quality, and delivery of pay
ments and services furnished to applicants 
for and recipients of assistance; and 

"(2) to notify the appropriate officials for 
child support, food stamp, and social service 
programs, and the medical assistance pro
gram approved under title XIX, whenever a 
recipient becomes ineligible for such assist
ance or the amount of assistance provided to 
a recipient under the State plan is changed. 

"(f) DISCLOSURE OF lNFORMATION.-The 
State plan shall provide for safeguards which 
restrict the use or disclosure of information 
concerning applicants or recipients. 

"(g) DETECTION OF FRAUD.-The State plan 
shall provide, in accordance with regulations 
issued by the Secretary, for appropriate 
measures to detect fraudulent applications 
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for temporary employment assistance before 
the establishment of eligibility for such as
sistance. 

"Subpart 2-Administrative Provisions 
"SEC. 411. APPROVAL OF PLAN. 

"(a) IN GENERAL.-The Secretary shall ap
prove a State plan which fulfills the require
ments under subpart 1 within 120 days of the 
submission of the plan by the State to the 
Secretary. 

"(b) DEEMED APPROVAL.-lf a State plan 
has not been rejected by the Secretary dur
ing the period specified in subsection (a), the 
plan shall be deemed to have been approved. 
"SEC. 412. COMPLIANCE. 

In the case of any State plan for temporary 
employment assistance which has been ap
proved under section 411, if the Secretary, 
after reasonable notice and opportunity for 
hearing to the State agency administering or 
supervising the administration of such plan, 
finds that in the administration of the plan 
there is a failure to comply substantially 
with any provision required by subpart 1 to 
be included in the plan, the Secretary shall 
notify such State agency that further pay
ments will not be made to the State (or in 
the Secretary's discretion, that payments 
will be limited to categories under or parts 
of the State plan not affected by such fail
ure) until the Secretary is satisfied that 
such prohibited requirement is no longer so 
imposed, and that there is no longer any 
such failure to comply. Until the Secretary 
is so satisfied the Secretary shall make no 
further payments to such State (or shall 
limit payments to categories under or parts 
of the State plan not affected by such fail
ure). 
"SEC. 413. PAYMENTS TO STATES. 

"(a) COMPUTATION OF AMOUNT.-Subject to 
section 412, from the sums appropriated 
therefor, the Secretary of the Treasury shall 
pay to each State which has an approved 
plan for temporary employment assistance, 
for each quarter, beginning with the quarter 
commencing October 1, 1996, an amount 
equal to the Federal medical assistance per
centage (as defined in section 1905(b)) of the 
expenditures by the State under such plan. 

"(b) METHOD OF COMPUTATION AND PAY
MENT.-The method of computing and paying 
such amounts shall be as follows: 

"(1) The Secretary shall, prior to the be
ginning of each quarter, estimate the 
amount to be paid to the State for such 
quarter under the provisions of subsection 
(a), such estimate to be based on-

"(A) a report filed by the State containing 
its estimate of the total sum to be expended 
in such quarter in accordance with the provi
sions of such subsection and stating the 
amount appropriated or made available by 
the State and its political subdivisions for 
such expenditures in such quarter, and if 
such amount is less than the State's propor
tionate share of the total sum of such esti
mated expenditures, the source or sources 
from which the difference is expected to be 
derived; 

"(B) records showing the number of needy 
children in the State; and 

"(C) such other information as the Sec
retary may find necessary. 

"(2) The Secretary of Health and Human 
Services shall then certify to the Secretary 
of the Treasury the amount so estimated by 
the Secretary of Health and Human Serv
ices-

"(A) reduced or increased, as the case may 
be, by- any sum by which the Secretary of 
Health and Human Services finds that the 
estimate for any prior quarter was greater or 

less than the amount which should have been 
paid to the State for such quarter; 

"(B) reduced by a sum equivalent to the 
pro rata share to which the Federal Govern
ment is equitably entitled, as determined by 
the Secretary of Health and Human Services, 
of the net amount recovered during any prior 
quarter by the State or any political subdivi
sion thereof with respect to temporary em
ployment assistance furnished under the 
State plan; and 

"(C) reduced by such amount as is nec
essary to provide the appropriate reimburse
ment to the Federal Government that the 
State is required to make under section 457 
out of that portion of child support collec
tions retained by the State pursuant to such 
section, 
except that such increases or reductions 
shall not be made to the extent that such 
sums have been applied to make the amount 
certified for any prior quarter greater or less 
than the amount estimated by the Secretary 
of Health and Human Services for such prior 
quarter. 

"(c) METHOD OF PAYMENT.-The Secretary 
of the Treasury shall thereupon, through the 
Fiscal Service of the Department of the 
Treasury and prior to audit or settlement by 
the General Accounting Office, pay to the 
State, at the time or times fixed by the Sec
retary of Hei>lth and Human Services, the 
amount so certified. 
"SEC. 414. QUALITY ASSURANCE, DATA COLLEC· 

TION, AND REPORTING SYSTEM. 
"(a) QUALITY ASSURANCE.-
"(l) IN GENERAL.-Under the State plan, a 

quality assurance system shall be developed 
based upon a collaborative effort involving 
the Secretary, the State, the political sub
divisions of the State, and assistance recipi
ents, and shall include quantifiable program 
outcomes related to self sufficiency in the 
categories of welfare-to-work, payment accu
racy, and child support. 

"(2) MODIFICATIONS TO SYSTEM.-As deemed 
necessary, but not more often than every 2 
years, the Secretary, in consultation with 
the State, the political subdivisions of the 
State, and assistance recipients, shall make 
appropriate changes in the design and ad
ministration of the quality assurance sys
tem, including changes in benchmarks, 
measures, and data collection or sampling 
procedures. 

"(b) DATA COLLECTION AND REPORTING.
"(l) IN GENERAL.-The State plan shall pro

vide for a quarterly report to the Secretary 
regarding the data described in paragraphs 
(2) and (3) and such additional data needed 
for the quality assurance system. The data 
collection and reporting system under this 
subsection shall promote accountability, 
continuous improvement, and integrity in 
the State plans for temporary employment 
assistance and Work First. 

"(2) DISAGGREGATED DATA.-The State 
shall collect the following data items on a 
monthly basis from disaggregated case 
records of applicants for and recipients of 
temporary employment assistance from the 
previous month: 

"(A) The age of adults and children (in
cluding pregnant women). 

"(B) Marital or familial status of cases: 
married (2-parent family), widowed, di
vorced, separated, or never married; or child 
living with other adult relative. 

"(C) The gender, race, educational attain
ment, work experience, disability status 
(whether the individual is seriously ill, inca
pacitated, or caring for a disabled or inca
pacitated child) of adults. 

"(D) The amount of cash assistance and 
the amount and reason for any reduction in 

such assistance. Any other data necessary to 
determine the timeliness and accuracy of 
benefits and .welfare diversions. 

"(E) Whether any member of the family re
ceives benefits under any of the following: 

"(i) Any housing program. 
"(ii) The food stamp program under the 

Food Stamp Act of 1977. 
"(iii) The Head Start programs carried out 

under the Head Start Act. 
"(iv) Any job training program. 
"(F) The number of months since the most 

recent application for assistance under the 
plan. 

"(G) The total number of months for which 
assistance has been provided to the families 
under the plan. 

"(H) The employment status, hours 
worked, and earnings of individuals while re
ceiving assistance, whether the case was 
closed due to employment, and other data 
needed to meet the work performance rate. 

"(I) Status in Work First and workfare, in
cluding the number of hours an individual 
participated and the component in which the 
individual participated. 

"(J) The number of persons in the assist
ance unit and their relationship to the 
youngest child. Nonrecipients in the house
hold and their relationship to the youngest 
child. 

"(K) Citizenship status. 
"(L) Shelter arrangement. 
"(M) Unearned income (not including tem

porary employment assistance), such as 
child support, and assets. 

"(N) The number of children who have a 
parent who is deceased, incapacitated, or un
employed. 

"(0) Geographic location. 
"(3) AGGREGATED DATA.-The State shall 

collect the following data items on a month
ly basis from aggregated case records of ap
plicants for and recipients of temporary em
ployment assistance from the previous 
month: 

"(A) The number of adults receiving assist
ance. 

"(B) The number of children receiving as
sistance. 

"(C) The number of families receiving as
sistance. 

"(D) The number of assistance units who 
had their grants reduced or terminated and 
the reason for the reduction or termination, 
including sanction, employment, and meet
ing the time limit for assistance). 

"(E) The number of applications for assist
ance; the number approved and the number 
denied and the reason for denial. 

"(4) LONGITUDINAL STUDIES.-The State 
shall submit selected data items for a cohort 
of individuals who are tracked over time. 
This longitudinal sample shall be used for se
lected data items described in paragraphs (2) 
and (3), as determined appropriate by the 
Secretary. 

"(c) ADDITIONAL DATA.-The report re
quired by subsection (b) for a fiscal year 
quarter shall also include the following: 

"(l) REPORT ON USE OF FEDERAL FUNDS TO 
COVER ADMINISTRATIVE COSTS AND OVER
HEAD.-A statement of-

"(A) the percentage of the Federal funds 
paid to the State under this part for the fis
cal year quarter that are used to cover ad
ministrative costs or overhead; and 

"(B) the total amount of State funds that 
are used to cover such costs or overhead. 

"(2) REPORT ON STATE EXPENDITURES ON 
PROGRAMS FOR NEEDY FAMILIES.-A state
ment of the total amount expended by the 
State during the fiscal year quarter on pro
grams for needy families, with the amount 



28846 CONGRESSIONAL RECORD-HOUSE October 20, 1995 
spent on the program under this part, and 
the purposes for which such amount was 
spent, separately stated. 

"(3) REPORT ON NONCUSTODIAL PARENTS 
PARTICIPATING IN WORK ACTIVITIES.-The 
number of noncustodial parents in the State 
who participated in work activities during 
the fiscal year quarter. 

"(4) REPORT ON CHILD SUPPORT COL
LECTED.-The total amount of child support 
collected by the State agency administering 
the State plan under part D on behalf of a 
family receiving assistance under this part. 

"(5) REPORT ON CHILD CARE.-The total 
amount expended by the State for child care 
under this part, along with a description of 
the types of child care provided, such as 
child care provided in the case of a family 
that has ceased to receive assistance under 
this part because of increased hours of, or in
creased income from, employment, or in the 
case of a family that is not receiving assist
ance under this part but would be at risk of 
becoming eligible for such assistance if child 
care was not provided. 

"(6) REPORT ON TRANSITIONAL SERVICES.
The total amount expended by the State for 
providing transitional services to a family 
that has ceased to receive assistance under 
this part because of increased hours of, or in
creased income from, employment, along 
with a description of such services. 

"(d) COLLECTION PROCEDURES.-The Sec
retary shall provide case sampling plans and 
data collection procedures as deemed nec
essary to make statistically valid estimates 
of plan performance. 

"(e) VERIFICATION.-The Secretary shall 
develop and implement procedures for verify
ing the quality of the data submitted by the 
State, and shall provide technical assistance, 
funded by the compliance penalties imposed 
under section 412, if such data quality falls 
below acceptable standards. 
"SEC. 415. COMPILATION AND REPORTING OF 

DATA. 
"(a) CURRENT PROGRAMS.-The Secretary 

shall, on the basis of the Secretary's review 
of the reports received from the States under 
section 414, compile such data as the Sec
retary believes necessary, and from time to 
time, publish the findings as to the effective
ness of the programs developed and adminis
tered by the States under this part. The Sec
retary shall annually report to the Congress 
on the programs developed and administered 
by each State under this part. 

"(b) RESEARCH, DEMONSTRATION AND EVAL
UATION.-Of the amount specified under sec
tion 413(a), an amount equal to 0.25 percent 
is authorized to be expended by the Sec
retary to support the following types of re
search, demonstrations, and evaluations: 

"(1) STATE-INITIATED RESEARCH.-States 
may apply for grants to cover 90 percent of 
the costs of self-evaluations of programs 
under State plans approved under this part. 

"(2) DEMONSTRATIONS.-
"(A) IN GENERAL.-The Secretary may im

plement and evaluate demonstrations of in
novative and promising strategies to-

"(i) improve child well-being through re
ductions in illegitimacy, teen pregnancy, 
welfare dependency, homelessness, and pov
erty; 

"(ii) test promising strategies by nonprofit 
and for-profit institutions to increase em
ployment, earning, child support payments, 
and self-sufficiency with respect to tem
porary employment assistance clients under 
State plans; and 

"(iii) foster the development of child care. 
"(B) ADDITIONAL PARAMETERS.-Dem

onstrations implemented under this para
graph-

"(i) may provide one-time capital funds to 
establish, expand, or replicate programs; 

"(ii) may test performance-based grant to 
loan financing in which programs meeting 
performance targets receive grants while 
programs not meeting such targets repay 
funding on a pro-rated basis; and 

"(iii) should test stategies in multiple 
States and types of communities. 

"(3) FEDERAL EVALUATIONS.-
"(A) IN GENERAL.-The Secretary shall con

duct research on the effects, benefits, and 
costs of different approaches to operating 
welfare programs, including an implementa
tion study based on a representative sample 
of States and localities, documenting what 
policies were adopted, how such policies were 
implemented, the types and mix of services 
provided, and other such factors as the Sec
retary deems appropriate. 

"(B) RESEARCH ON RELATED ISSUES.-The 
Secretary shall also conduct research on is
sues related to the purposes of this part, 
such as strategies for moving welfare recipi
ents into the workforce quickly, reducing 
teen pregnancies and out-of-wedlock births, 
and providing adequate child care. 

"(C) STATE REIMBURSEMENT.-The Sec
retary may reimburse a State for any re
search-related costs incurred pursuant to re
search conducted under this paragraph. 

"(D) USE OF RANDOM ASSIGNMENT.-Evalua
tions authorized under this paragraph should 
use random assignment to the maximum ex
tent feasible and appropriate. 

"(4) REGIONAL INFORMATION CENTERS.-
"(A) IN GENERAL.-The Secretary shall es

tablish not less than 5, nor more than 7 re
gional information centers located at major 
research universities or consortiums of uni
versities to ensure the effective implementa
tion of welfare reform and the efficient dis
semination of information about innova
tions, evaluation outcomes, and training ini
tiatives. 

"(B) CENTER RESPONSIBILITIES.-The Cen
ters shall have the following functions: 

"(i) Disseminate information about effec
tive income support and related programs, 
along with suggestions for the replication of 
such programs. 

"(ii) Research the factors that cause and 
sustain welfare dependency and poverty in 
the regions served by the respective centers. 

"(iii) Assist the States in the region for
mulate and implement innovative programs 
and improvements in existing programs that 
help clients move off welfare and become 
productive citizens. 

"(iv) Provide training as appropriate to 
staff of State agencies to enhance the ability 
of the agencies to successfully place Work 
First clients in productive employment or 
self-employment. 

"(C) CENTER ELIGIBILITY TO PERFORM EVAL
UATIONS.-The Centers may compete for 
demonstration and evaluation contracts de
veloped under this section. 
"SEC. 416. COLLECTION OF OVERPAYMENTS 

FROM FEDERAL TAX REFUNDS. 
"(a) IN GENERAL.-Upon receiving notice 

from a State agency administering a plan ap
proved under this part that a named individ
ual has been overpaid under the State plan 
approved under this part, the Secretary of 
the Treasury shall determine whether any 
amounts as refunds of Federal taxes paid are 
payable to such individual, regardless of 
whether such individual filed a tax return as 
a married or unmarried individual. If the 
Secretary of the Treasury finds that any 
such amount is payable, the Secretary shall 
withhold from such refunds an amount equal 
to the overpayment sought to be collected by 

the State and pay such amount to the State 
agency. 

"(b) REGULATIONS.-The Secretary of the 
Treasury shall issue regulations, approved 
by the Secretary of Health and Human Serv
ices, that provide-

"(1) that a State may only submit under 
subsection (a) requests for collection of over
payments with respect to individuals-

"(A) who are no longer receiving tem
porary employment assistance under the 
State plan approved under this part, 

"(B) with respect to whom the State has 
already taken appropriate action under 
State law against the income or resources of 
the individuals or families involved; and 

"(C) to whom the State agency has given 
notice of its intent to request withholding by 
the Secretary of the Treasury from the in
come tax refunds of such individuals; 

"(2) that the Secretary of the Treasury 
will give a timely and appropriate notice to 
any other person ·filing a joint return with 
the individual whose refund is subject to 
withholding under subsection (a); and 

"(3) the procedures that the State and the 
Secretary of the Treasury will follow in car
rying out this section which, to the maxi
mum extent feasible and consistent with the 
specific provisions of this section, will be the 
same as those issued pursuant to section 
464(b) applicable to collection of past-due 
child support.". 

(b) PAYMENTS TO PUERTO Rico.-Section 
1108(a)(l) (42 U.S.C. 1308(a)(l)) is amended

(1) in subparagraph (F), by striking "or"; 
and 

(2) by striking subparagraph (G) and in
serting the following: 

"(G) $82,000,000 with respect to each of fis
cal years 1989 through 1995, or 

"(H) $102,500,000 with respect to the fiscal 
year 1996 and each fiscal year thereafter;". 

(C) CONFORMING AMENDMENTS RELATING TO 
COLLECTION OF OVERPAYMENTS.-

(1) Section 6402 of the Internal Revenue 
Code of 1986 (relating to authority to make 
credits or refunds) is amended-

(A) in subsection (a), by striking "(c) and 
(d)" and inserting "(c), (d), and (e)"; 

(B) by redesignating subsections (e) 
through (i) as subsections (f) through (j), re
spectively; and 

(C) by inserting after subsection (d) the fol
lowing: 

"(g) COLLECTION OF OVERPAYMENTS UNDER 
TITLE IV-A OF THE SOCIAL SECURITY ACT.
The amount of any overpayment to be re
funded to the person making the overpay
ment shall be reduced (after reductions pur
suant to subsections (c) and (d), but before a 
credit against future liability for an internal 
revenue tax) in accordance with section 416 
of the Social Security Act (concerning recov
ery of overpayments to individuals under 
State plans approved under part A of title IV 
of such Act).". 

(2) Section 552a(a)(8)(B)(iv)(III) of title 5, 
United States Code, is amended by striking 
"section 464 or 1137 of the Social Security 
Act" and inserting "section 416, 464, or 1137 
of the Social Security Act". 

(d) EFFECTIVE DATES.-
(1) IN GENERAL.-Except as provided in 

paragraph (2), the amendments made by this 
section shall be effective with respect to cal
endar quarters beginning on or after October 
l, 1996. 

(2) SPECIAL RULE.-In the case of a State 
that the Secretary of Health and Human 
Services determines requires State legisla
tion (other than legislation appropriating 
funds) in order to meet the requirements im
posed by the amendment made by subsection 
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(a), the State shall not be regarded as failing 
to comply with the requirements of such 
amendment before the first day of the first 
calendar quarter beginning after the close of 
the first regular session of the State legisla
ture that begins after the date of enactment 
of this Act. For purposes of this paragraph, 
in the case of a State that has a 2-year legis
lative session, each year of the session shall 
be treated as a separate regular session of 
the State legislature. 

Subtitle B-Make Work Pay 
SEC. 9201. TRANSITIONAL MEDICAID BENEFITS. 

(a) STATE OPTION OF EXTENSION OF MEDIC
AID ENROLLMENT FOR FORMER AFDC RECIPI
ENTS FOR 1 ADDITIONAL YEAR.-

(1) IN GENERAL.-Section 1925(b)(l) (42 
U.S.C. 1396r-6(b)(l)) is amended by striking 
the period at the end and inserting the fol
lowing: ",and that the State may, at its op
tion, offer to each such family the option of 
extending coverage under this subsection for 
any of the first 2 succeeding 6-month periods, 
in the same manner and under the same con
ditions as the option of extending coverage 
under this subsection for the first succeeding 
6-month period.". 

(2) CONFORMING AMENDMENTS.-Section 
1925(b) (42 U.S.C. 1396r-6(b)) is amended-

(A) in the heading, by striking "EXTEN
SION" and inserting "ExTENSIONS"; 

(B) in the heading of paragraph (1), by 
striking "REQUffiEMENT" and inserting "IN 
GENERAL"; 

(C) in paragraph (2)(B)(ii}-
(i) in the heading, by striking "PERIOD" 

and inserting "PERIODS", and 
(ii) by striking "in the period" and insert

ing "in any of the 6-month periods"; 
(D) in paragraph (3)(A), by striking "the 6-

month period" and inserting "any 6-month 
period"; 

(E) in paragraph (4)(A), by striking "the 
extension period" and inserting "any exten
sion period"; and 

(F) in paragraph (5)(D)(i), by striking "is a 
3-month period" and all that follows and in
serting the following: "is, with respect to a 
particular 6-month additional extension pe
riod provided under this subsection, a 3-
month period beginning with the 1st or 4th 
month of such extension period.". 

(b) EFFECTIVE DATE.-The amendments 
made by subsection (a) shall apply to cal
endar quarters beginning on or after October 
1, 1997, without regard to whether or not 
final regulations to carry out such amend
ments have been promulgated by such date. 
SEC. 9202. NOTICE OF AVAILABILITY REQUIRED 

TO BE PROVIDED TO APPLICANTS 
AND FORMER RECIPIENTS OF TEM· 
PORARY FAMILY ASSISTANCE, FOOD 
STAMPS, AND MEDICAID. 

(a) TEMPORARY FAMILY ASSISTANCE.-Sec
tion 406, as added by the amendment made 
by section 9101(a) of this Act, is amended by 
adding at the end the following: 

"(h) NOTICE OF AVAILABILITY OF EITC.
The State plan shall provide that the State 
agency referred to in subsection (b) must 
provide written notice of the existence and 
availability of the earned income credit 
under section 32 of the Internal Revenue 
Code of 1986 tcr-

"(1) any individual who applies for assist
ance under the State plan, upon receipt of 
the application; and 

"(2) any individual whose assistance under 
the State plan (or under the State plan ap
proved under part A of this title (as in effect 
before the effective date of title IX of the 
Omnibus Budget Reconciliation Act of 1995) 
is terminated, in the notice of termination of 
benefits.''. 

(b) FOOD STAMPS.-Section ll(e) of the 
Food Stamp Act of 1977 (7 U.S.C. 2020(e)) is 
amended-

(1) in paragraph (24) by striking "and" at 
the end; 

(2) in paragraph (25) by striking the period 
at the end and inserting"; and"; and 

(3) by inserting after paragraph (25) the fol
lowing: 

"(26) that whenever a household applies for 
food stamp benefits, and whenever such ben
efits are terminated with respect to a house
hold, the State agency shall provide to each 
member of such household notice of-

"(A) the existence of the earned income 
tax credit under section 32 of the Internal 
Revenue Code of 1986; and 

"(B) the fact that such credit may be appli
cable to such member.". 

(C) MEDICAID.-Section 1902(a) (42 u.s.c. 
1396a(a)) is amended-

(1) by striking "and" at the end of para
graph (61); 

(2) by striking the period at the end of 
paragraph (62) and inserting"; and"; and 

(3) by inserting after paragraph (62) the fol
lowing new paragraph: 

"(63) provide that the State shall provide 
notice of the existence and availability of 
the earned income tax credit under section 
32 of the Internal Revenue Code of 1986 to 
each individual applying for medical assist
ance under the State plan and to each indi
vidual whose eligibility for medical assist
ance under the State ·plan is terminated.". 
SEC. 9203. NOTICE OF AVAILABILITY OF EARNED 

INCOME TAX CREDIT AND DEPEND
ENT CARE TAX CREDIT TO BE IN· 
CLUDED ON W-4 FORM. 

(a) IN GENERAL.-Section 11114 of the Om
nibus Budget Reconciliation Act of 1990 (26 
U.S.C. 21 note), relating to program to in
crease public awareness, is amended by add
ing at the end the following new sentence: 
"Such means shall include printing a notice 
of the availability of such credits on the 
forms used by employees to determine the 
proper number of withholding exemptions 
under chapter 24 of such Code." 
SEC. 9204. ADVANCE PAYMENT OF EARNED IN· 

COME TAX CREDIT THROUGH STATE 
DEMONSTRATION PROGRAMS. 

(a) IN GENERAL.-Section 3507 of the Inter
nal Revenue Code of 1986 (relating to the ad
vance payment of the earned income tax 
credit) is amended by adding at the end the 
following: 

"(g) STATE DEMONSTRATIONS.-
"(1) IN GENERAL.-In lieu of receiving 

earned income advance amounts from an em
ployer under subsection (a), a participating 
resident shall receive advance earned income 
payments from a responsible State agency 
pursuant to a State Advance Payment Pro
gram that is designated pursuant to para
graph (2). 

"(2) DESIGNATIONS.-
"(A) IN GENERAL.-From among the States 

submitting proposals satisfying the require
ments of paragraph (3), the Secretary (in 
consultation with the Secretary of Health 
and Human Services) may designate not 
more than 4 State Advance Payment Dem
onstrations. States selected for the dem
onstrations may have, in the aggregate, no 
more than 5 percent of the total number of 
households participating in the program 
under the Food Stamp program in the imme
diately preceding fiscal year. Administrative 
costs of a State in conducting a demonstra
tion under this section may be included for 
matching under section 413(a) of the Social 
Security Act and section 16(a) of the Food 
Stamp Act of 1977. 

"(B) WHEN DESIGNATION MAY BE MADE.-Any 
designation under this paragraph shall be 
made no later than December 31, 1996. 

"(C) PERIOD FOR WHICH DESIGNATION IS IN 
EFFECT.-

"(i) IN GENERAL.-Designations made under 
this paragraph shall be effective for advance 
earned income payments made after Decem
ber 31, 1996, and before January l, 2000. 

"(ii) SPECIAL RULES.-
"(!) REVOCATION OF DESIGNATIONS.-The 

Secretary may revoke any designation made 
under this paragraph if the Secretary deter
mines that the State is not complying sub
stantially with the proposal described in 
paragraph (3) submitted by the State. 

"(II) AUTOMATIC TERMINATION OF DESIGNA
TIONS.-Any failure by a State to comply 
with the reporting requirements described in 
paragraphs (3)(F) and (3)(G) shall have the ef
fect of immediately terminating the designa
tion under this paragraph and rendering 
paragraph (5)(A)(ii) inapplicable to subse
quent payments. 

"(3) PROPOSALS.-No State may be des
ignated under paragraph (2) unless the 
State's proposal for such designation-

"(A) identifies the responsible State agen
cy, 

"(B) describes how and when the advance 
earned income payments will be made by 
that agency, including a description of any 
other State or Federal benefits with which 
such payments will be coordinated, 

"(C) describes how the State will obtain 
the information on which the amount of ad
vance earned income payments made to each 
participating resident will be determined in 
accordance with paragraph (4), 

"(D) describes how State residents who 
will be eligible to receive advance earned in
come payments will be selected, notified of 
the opportunity to receive advance earned 
income payments from the responsible State 
agency, and given the opportunity to elect to 
participate in the program, 

"(E) describes how the State will verify, in 
addition to receiving the certifications and 
statement described in paragraph (7)(D)(iv), 
the eligibility of participating residents for 
the earned income tax credit, 

"(F) commits the State to furnishing to 
each participating resident by January 31 of 
each year a written statement showing-

"(i) the name and taxpayer identification 
number of the participating resident, and 

"(ii) the total amount of advance earned 
income payments made to the participating 
resident during the prior calendar year, 

"(G) commits the State to furnishing to 
the Secretary by December 1 of each year a 
written statement showing the name and 
taxpayer identification number of each par
ticipating resident, 

"(H) commits the State to treat any ad
vance earned income payments as described 
in paragraph (5) and any repayments of ex
cessive advance earned income payments as 
described in paragraph (6), 

"(I) commits the State to assess the devel
opment and implementation of its State Ad
vance Payment Program, including an agree
ment to share its findings and lessens with 
other interested States in a manner to be de
scribed by the Secretary, and 

"(J) is submitted to the Secretary on or 
before June 30, 1996. 

"(4) AMOUNT AND TIMING OF ADVANCE 
EARNED INCOME PAYMENTS.-

"(A) AMOUNT.-
"(i) IN GENERAL.-The method for deter

mining the amount of advance earned in
come payments made to each participating 
resident shall conform to the fullest extent 
possible with the provisions of subsection (c). 
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"(ii) SPECIAL RULE.-A State may, at its 

election, apply the rules of subsection 
(c)(2)(B) by substituting 'between 60 percent 
and 75 percent of the credit percentage in ef
fect under section 32(b)(l) for an individual 
with the corresponding number of qualifying 
children' for '60 percent of the credit per
centage in effect under section 32(b)(l) for 
such an eligible individual with 1 qualifying 
child' in clause (i) and 'the same percentage 
(as applied in clause (i))' for '60 percent' in 
clause (ii). 

"(B) TIMING.-The frequency of advance 
earned income payments may be determined 
on the basis of the payroll periods of partici
pating residents, on a single statewide sched
ule, or on any other reasonable basis pre
scribed by the State in its proposal; however, 
in no event may advance earned income pay
ments be made to any participating resident 
less frequently than on a calendar-quarter 
basis. 

"(5) PAYMENTS TO BE TREATED AS PAYMENTS 
OF WITHHOLDING AND FICATAXES.-

"(A) IN GENERAL.-For purposes of this 
title, advance earned income payments dur
ing any calendar quarter-

"(!) shall neither be treated as a payment 
of compensation nor be included in gross in
come, and 

"(ii) shall be treated as made out of-
"(I) amounts required to be deducted by 

the State and withheld for the calendar 
quarter by the State under section 3401 (re
lating to wage withholding), 

"(II) amounts required to be deducted for 
the calendar quarter under section 3102 (re
lating to FICA employee taxes), and 

"(Ill) amounts of the taxes imposed on the 
State for the calendar quarter under section 
3111 (relating to FICA employer taxes), 
as if the State had paid to the Secretary, on 
the day on which payments are made to par
ticipating residents, an amount equal to 
such payments. 

"(B) IF ADVANCE PAYMENTS EXCEED TAXES 
DUE.-If for any calendar quarter the aggre
gate amount of advance earned income pay
ments made by the responsible State agency 
under a State Advance Payment Program ex
ceeds the sum of the amounts referred to in 
subparagraph (A)(ii) (without regard to para
graph (6)(A)). each such advance earned in
come payment shall be reduced by an 
amount which bears the same ratio to such 
excess as such advance earned income pay
ment bears to the aggregate amount of all 
such advance earned income payments. 

"(6) STATE REPAYMENT OF EXCESSIVE AD
VANCE EARNED INCOME PAYMENTS.-

"(A) IN GENERAL.-Notwithstanding any 
other provision of law, in the case of an ex
cessive advance earned income payment a 
State shall be treated as having deducted 
and withheld under section 3401 (relating to 
wage withholding), and as being required to 
pay to the United States, the repayment 
amount during the repayment calendar quar
ter. 

"(B) EXCESSIVE ADVANCE EARNED INCOME 
PAYMENT.-For purposes of this section, the 
term 'excessive advance income payment' 
means that portion of any advance earned 
income payment that, when combined with 
other advance earned income payments pre
viously made to the same participating resi
dent during the same calendar year, exceeds 
the amount of earned income tax credit to 
which that participating resident is entitled 
under section 32 for that year. 

"(C) REPAYMENT AMOUNT.-For purposes of 
this subsection, the term 'repayment 
amount' means an amount equal to 50 per
cent -;if the excess of-

"(1) excessive advance earned income pay
ments made by a State during a particular 
calendar year, over 

"(ii) the sum of-
"(I) 4 percent of all advance earned income 

payments made by the State during that cal
endar year, and 

"(II) the excessive advance earned income 
payments made by the State during that cal
endar year that have been collected from 
participating residents by the Secretary. 

"(D) REPAYMENT CALENDAR QUARTER.-For 
purposes of this subsection, the term 'repay
ment calendar quarter' means the second 
calendar quarter of the third calendar year 
beginning after the calendar year in which 
an excessive earned income payment is 
made. 

"(7) DEFINITIONS.-For purposes of this sub
section-

"(A) STATE ADVANCE PAYMENT PROGRAM.
The term 'State Advance Payment Program' 
means the program described in a proposal 
submitted for designation under paragraph 
(1) and designated by the Secretary under 
paragraph (2). 

"(B) RESPONSIBLE STATE AGENCY.-The 
term 'responsible State agency' means the 
single State agency that will be making the 
advance earned income payments to resi
dents of the State who elect to participate in 
a State Advance Payment Program. 

"(C) ADVANCE EARNED INCOME PAYMENTS.
The term 'advance earned income payments' 
means an amount paid by a responsible State 
agency to residents of the State pursuant to 
a State Advance Payment Program. 

"(D) PARTICIPATING RESIDENT.-The term 
'participating resident' means an individual 
who--

"(i) is a resident of a State that has in ef
fect a designated State Advance Payment 
Program, 

"(ii) makes the election described in para
graph (3)(D) pursuant to guidelines pre
scribed by the State, 

"(iii) certifies to the State the number of 
qualifying children the individual has, and 

"(iv) provides to the State the certifi
cations and statement described in sub
sections (b){l), (b){2), (b){3), and (b)(4) (except 
that for purposes of this clause, the term 
'any employer' shall be substituted for 'an
other employer' in subsection (b)(3)), along 
with any other information required by the 
State.". 

(b) TECHNICAL ASSISTANCE.-The Secretar
ies of the Treasury and Health and Human 
Services shall jointly ensure that technical 
assistance is provided to State Advance Pay
ment Programs and that these programs are 
rigorously evaluated. 

(c) ANNUAL REPORTS.-The Secretary shall 
issue annual reports detailing the extent to 
which-

(1) residents participate in the State Ad
vance Payment Programs, 

(2) participating residents file Federal and 
State tax returns, 

(3) participating residents report accu
rately the amount of the advance earned in
come payments made to them by the respon
sible State agency during the year, and 

(4) recipients of excessive advance earned 
income payments repay those amounts. 
The report shall also contain an estimate of 
the amount of advance earned income pay
ments made by each responsible State agen
cy but not reported on the tax returns of a 
participating resident and the amount of ex
cessive advance earned income payments. 

(d) AUTHORIZATION OF APPROPRIATIONS.
For purposes of providing technical assist
ance described in subsection (b), preparing 

the reports described in subsection (c), and 
providing grants to States in support of des
ignated State Advance Payment Programs, 
there are authorized to be appropriated in 
advance to the Secretary of the Treasury 
and the Secretary of Health and Human 
Services a total of $1,400,000 for fiscal years 
1997 through 2000. 
SEC. 9205. FUNDING OF CHILD CARE SERVICES. 

(a) REPEAL OF CmLD CARE PROGRAMS 
UNDER THE CHILD CARE AND DEVELOPMENT 
BLOCK GRANT ACT OF 1990.-The Child Care 
and Development Block Grant Act of 1990 (42 
U.S.C. 9858 et seq.) is hereby repealed. 

(b) FUNDING OF CHILD CARE SERVICES 
THROUGH SOCIAL SERVICES BLOCK GRANT PRO
GRAM.-Ti tle xx (42 u.s.c. 1397-1397f) is 
amended by adding at the end the following: 
"SEC. 2008. CHILD CARE. 

"(a) CONDITIONAL GRANT.-
"(l) IN GENERAL.-In addition to any pay

ment under section 2002 or 2007, the Sec
retary shall make a grant to each State with 
a plan approved under this section for a fis
cal year in an amount equal to the special 
allotment of the State for the fiscal year. 

"(2) LIMITATIONS ON AUTHORIZATION OF AP
PROPRIATIONS.-For grants under this sec
tion, there are authorized to be appropriated 
to the Secretary not more than-

"{A) $1,400,000,000 for fiscal year 1997; 
"(B) $1,450,000,000 for each of fiscal years 

1998, 1999, and 2000; and 
"(C) $1,500,000,000 for each of fiscal years 

2001 and 2002. 
"(b) STATE PLANS.-
"(l) CONTENT.-A plan meets the require

ments of this paragraph if the plan-
"(A) identifies an appropriate State agency 

to be the lead agency responsible for admin
istering at the State level, and coordinating 
with local governments, the activities of the 
State pursuant to this section; 

"(B) describes the activities the State will 
carry out with funds provided under this sec
tion; 

"(C) provides assurances that the funds 
provided under this section will be used to 
supplement, not supplant, State and local 
funds as well as Federal funds provided under 
any Act and applied to child care activities 
in the State during fiscal year 1989; 

"(D) provides assurances that the State 
will not expend more than 7 percent of the 
funds provided to the States under this sec
tion for the fiscal year for administrative ex
penses; 

"(E) provides assurances that, in providing 
child care assistance, the State will give pri
ority to families with low income and fami
lies living in a low-income geographical 
area; 

"(F) ensures that child care providers re
imbursed under this section meet applicable 
standards of State and local law; 

"(G) provides assurances that the lead 
agency will coordinate the use of funds pro
vided under this section with the use of 
other Federal re.sources for child care pro
vided under this Act, and with other Federal, 
State, or local child care and preschool pro
grams operated in the State; 

"(H) provides for the establishment of such 
fiscal and accounting procedures as may be 
necessary to--

"(i) ensure a proper accounting of Federal 
funds received by the State under this sec
tion; and 

"(ii) ensure the proper verification of the 
reports submitted by the State under sub
section (f)(2); 

"(I) provides assurances that the State will 
not impose more stringent standards and li
censing or regulatory requirements on child 



October 20, 1995 CONGRESSIONAL RECORD-HOUSE 28849 
care providers receiving funds provided 
under this section than those imposed on 
other child care providers in the State; 

"(J) provides assurances that the State 
will not implement any policy or practice 
which has the effect of significantly restrict
ing parental choice by-

"(i) expressly or effectively excluding any 
category of care or type of provider within a 
category of care; 

"(ii) limiting parental access to or choices 
from among various categories of care or 
types of providers; or 

"(iii) excluding a significant number of 
providers in any category of care; and 

"(K) provides assurances that parents will 
be informed regarding their options under 
this section, including the option of receiv
ing a child care certificate or voucher. 

"(2) FORM.-A State may submit a plan 
that meets the requirements of paragraph (1) 
in the form of amendments to the State plan 
submitted pursuant to section 658E of the 
Child Care and Development Block Grant 
Act of 1990, as in effect before the effective 
date of section 9205 of the Omnibus Budget 
Reconciliation Act of 1995. 

"(3) APPROVAL.-Not later than 90 days 
after the date the State submits a plan to 
the Secretary under this subsection, the Sec
retary shall either approve or disapprove the 
plan. If the Secretary disapproves the plan, 
the Secretary shall provide the State with 
an explanation and recommendations for 
changes in the plan to gain approval. 

"(c) SPECIAL ALLOTMENTS.-The special al
lotment of a State for a fiscal year equals 
the amount that bears the same ratio to the 
amount appropriated pursuant to this sec
tion for the fiscal year, as the number of 
children who have not attained 13 years of 
age and are residing with families in the 
State bears to the total number of such chil
dren in all States with plans approved under 
this section for the fiscal year, determined 
on the basis of the most recent data avail
able from the Department of Commerce at 
the time the special allotment is deter
mined. 

"(d) PAYMENTS TO STATES.
"(l) PAYMENTS.-
"(A) COMPUTATION OF AMOUNT.-From the 

sums appropriated therefor, the Secretary of 
the Treasury shall pay to each State which 
has a plan approved under this section for a 
fiscal year, for each quarter, beginning with 
the quarter commencing October 1, 1996, an 
amount equal to 114 of the special allotment 
of the State for the fiscal year. 

"(B) METHOD OF COMPUTATION AND PAY
MENT.-The method of computing and paying 
such amounts shall be as follows: 

"(i) ESTIMATE.-The Secretary shall, before 
each quarter, estimate the amount to be paid 
to the State for the quarter under this sec
tion, based on a report filed by the State 
containing the State's estimate of the total 
sum to be expended by the State in such 
quarter in accordance with subsection (e). 

"(ii) CERTIFICATION.-The Secretary of 
Health and Human Services shall then cer
tify to the Secretary of the Treasury the 
amount so estimated by the Secretary of 
Health and Human Services reduced or in
creased, as the case may be, by any sum by 
which the Secretary of Health and Human 
Services finds that the estimate for any 
prior quarter was greater or less than the 
amount which should have been paid to the 
State for such quarter, except that such in
creases or reductions shall not be made to 
the extent that such sums have been applied 
to make the amount certified for any prior 
quarter greater or less than the amount esti-

mated by the Secretary of Health and 
Human Services for such prior quarter. 

"(iii) METHOD OF PAYMENT.-The Secretary 
of the Treasury shall thereupon, through the 
Fiscal Service of the Department of the 
Treasury and prior to audit or settlement by 
the General Accounting Office, pay to the 
State, at the time or times fixed by the Sec
retary of Health and Human Services, the 
amount so certified. 

"(2) DEADLINE FOR EXPENDITURE OF FUNDS 
BY STATES.-Except as provided in paragraph 
(3)(A), each State to which funds are paid 
under this section for a fiscal year shall ex
pend such funds in the fiscal year or in the 
immediately succeeding fiscal year. 

"(3) REDISTRIBUTION OF UNEXPENDED SPE
CIAL ALLOTMENTS.-

"(A) REMITTANCE TO THE SECRETARY.-Each 
State to which funds are paid under this sec
tion for a fiscal year shall remit to the Sec
retary that part of such funds which the 
State intends not to, or does not, expend in 
the fiscal year or in the immediately suc
ceeding fiscal year. 

"(B) REDISTRIBUTION.-The Secretary shall 
increase the special allotment of each State 
with a plan approved under this part for a 
fiscal year that does not remit any amount 
to the Secretary for the fiscal year by an 
amount equal to-

"(i) the aggregate of the amounts remitted 
pursuant to subparagraph (A) for the fiscal 
year; multiplied by 

"(ii) the adjusted State share for the fiscal 
year. 

"(C) ADJUSTED STATE SHARE.-As used in 
subparagraph (B)(ii), the term 'adjusted 
State share' means, with respect to a fiscal 
year-

"(i) the special allotment of the State for 
the fiscal year (before any increase under 
subparagraph (B)); divided by 

"(ii)(l) the sum of the special allotments of 
all States with plans approved under this 
part for the fiscal year; minus 

"(II) the aggregate of the amounts remit
ted to the Secretary pursuant to subpara
graph (A) for the fiscal year. 

"(e) USE OF FUNDS.-
"(l) IN GENERAL.-Funds provided under 

this section shall be used to expand parent 
choices in selecting child care, to address de
ficiencies in the supply of child care, and to 
expand and improve child care services, with 
an emphasis on providing such services to 
low-income families and geographical areas. 
Subject to the approval of the Secretary, 
States to which funds are paid under this 
section shall use such funds to carry out 
child care programs and activities through 
cash grants, certificates, or contracts with 
families, or public or private entities as the 
State determines appropriate. States shall 
take parental preference into account to the 
maximum extent possible in carrying out 
child care programs. 

"(2) SPECIFIC USES.-Each State to which 
funds are paid under this section may expend 
such funds for-

"(A) child care services for infants, sick 
children, children with special needs, and 
children of adolescent parents; 

"(B) after-school and before-school pro
grams and programs during nontraditional 
hours for the children of working parents; 

"(C) programs for the recruitment and 
training of day care workers, including older 
Americans; 

"(D) grant and loan programs to enable 
child care workers and providers to meet 
State and local standards and requirements; 

"(E) child care programs developed by pub
lic and private sector partnerships; 

"(F) State efforts to provide technical as
sistance designed to help providers improve 
the services offered to parents and children; 
and 

"(G) other child care-related programs con
sistent with the purpose of this section and 
approved by the Secretary. 

"(3) LIMITATIONS ON USE OF FUNDS.-A 
State to which funds are paid under this sec
tion for a fiscal year shall use not less than 
80 percent of such funds to provide direct 
child care assistance to low-income parents 
through child care certificates or vouchers, 
contracts, or grants. 

"(4) METHODS OF FUNDING.-Funds for child 
care services under this title shall be for the 
benefit of parents and shall be provided 
through child care vouchers or certificates 
provided directly to parents or through con
tracts or grants with public or private pro
viders. 

"(5) PARENTAL RIGHTS OF CHOICE.-Any par
ent who receives a child care certificate 
under this title may use such certificate 
with any child care provider, including those 
providers which have religious activities, if 
such provider is freely chosen by the parent 
from among the available alternatives. 

"(6) CHILD CARE CERTIFICATES.-
"(A) IN GENERAL.-For purposes of this 

title, a child care certificate is a certificate 
issued by a State directly to a parent or 
legal guardian for use only as payment for 
child care services in any child care facility 
eligible to receive funds under this Act. 

"(B) REDEMPTION.-lf the demand for child 
care services of families qualified to receive 
such services from a State under this Act ex
ceeds the available supply of such services, 
the State shall ration assistance to obtain 
such services using procedures that do not 
disadvantage parents using child care certifi
cates, relative to other methods of financing, 
in either the waiting period or the pecuniary 
value of such services. 

"(C) COMMENCEMENT OF CERTIFICATE PRO
GRAM.-Beginning not later than 1 year after 
the date of the enactment of this section, 
each State that receives funds under this 
title shall offer a child care certificate pro
gram in accordance with this section. 

"(D) AUTHORITY TO USE CHILD CARE FUNDS 
FOR CERTIFICATE PROGRAM.-Each State to 
which funds are paid under this title may use 
the funds provided to the State under this 
title which are required to be used for child 
care activities to plan and establish :the 
State's child care certificate program. 

"(7) OPTION OF RECEIVING A CHILD CARE CER
TIFICATE.-Each parent or legal guardian 
who receives assistance pursuant to this 
title shall be provided with the option of en
rolling their child with an eligible child care 
provider that receives funds through grants, 
contracts, or child care certificates provided 
under this title. Such parent shall have the 
right to use such certificates to purchase 
child care services from an eligible provider 
of their choice. The State shall ensure that 
parental preference is considered to the max
imum extent possible in awarding grants or 
contracts. 

"(8) RIGHTS OF RELIGIOUS CHILD CARE PRO
VIDERS.-Notwi thstanding any other provi
sion of law, a religious child care provider 
who receives funds under this Act may re
quire adherence by employees to the reli
gious tenets or teachings of the provider. 

"(9) ELIGIBLE CHILD CARE PROVIDERS.-Any 
child care provider who meets applicable 
standards of State and local law shall be eli
gible to receive funds under this section. As 
used in this paragraph, the term 'child care 
provider' includes--
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"(A) proprietary for-profit entities, rel

atives, informal day care homes, religious 
child care providers, day care centers, and 
any other entities that the State determines 
appropriate subject to approval of the Sec
retary; 

"(B) nonprofit organizations under sub
sections (c) and (d) of section 501 of the In
ternal Revenue Code of 1986; 

"(C) professional or employee associations; 
"(D) consortia of small businesses; and 
"(E) units of State and local governments, 

and elementary, secondary, and post-second
ary educational institutions. 

"(10) PROHIBCTED USES.-Any State to 
which funds are paid under this section may 
not use such funds-

"(A) to satisfy any State matching re
quirement imposed under any Federal grant; 

"(B) for the purchase or improvement of 
land, or the purchase, construction, or per
manent improvement (other than minor re
modeling) of any building or other facility; 
or 

"(C) to provide any service which the State 
makes generally available to the residents of 
the State without cost to such residents and 
without regard to the income of such resi
dents. 

"(0 REPORTING REQUIREMENTS.-
"(l) NOTICE TO SECRETARY OF UNEXPENDED 

FUNDS.-Each State which has not com
pletely expended the funds paid to the State 
under this section for a fiscal year in the fis
cal year or the immediately succeeding fis
cal year shall notify the Secretary of any 
amount not so expended. 

"(2) STATE REPORTS ON USE OF FUNDS.-Not 
later than 18 months after the date of the en
actment of this section, and each year there
after, the State shall prepare and submit to 
the Secretary, in such form as the Secretary 
shall prescribe, a report describing the 
State's use of funds paid to the State under 
this section, including-

"(A) the number, type, and distribution of 
services and programs under this section; 

"(B) the average cost of child care, by type 
of provider; 

"(C) the number of children serviced under 
this section; 

"(D) the average income and distribution 
of incomes of the families being served; 

"(E) efforts undertaken by the State pur
suant to this section to promote and ensure 
health and safety and improve quality; and 

"(F) such other information as the Sec
retary considers appropriate. 

"(3) GUIDELINES FOR STATE REPORTS; CO
ORDINATION wrrH REPORTS UNDER SECTION 
2006.-Within 6 months after the date of the 
enactment of this section, the Secretary 
shall establish guidelines for State reports 
under paragraph (2). To the extent feasible, 
the Secretary shall coordinate such report
ing requirement with the reports required 
under section 2006 and, as the Secretary 
deems appropriate, with other reporting re
quirements placed on States as a condition 
of receipt of other Federal funds which sup
port child care. 

"(4) REPORTS BY THE SECRETARY.-
"(A) REPORTS TO THE CONGRESS OF SUM

MARY OF STATE REPORTS.-The Secretary 
shall annually summarize the information 
reported to the Secretary pursuant to para
graph (2) and provide such summary to the 
Congress. 

"(B) REPORTS TO THE STATES ON EFFECTIVE 
PRACTICES.-The Secretary shall annually 
provide the States with a report on particu
larly effective practices and programs sup
ported by funds paid to the State under this 
section, which ensure the health and safety 

of children in care, promote quality child 
care, and provide training to all types of pro
viders. 

"(g) ADMINISTRATION AND ENFORCEMENT.-
"(!) ADMINISTRATION.-The Secretary 

shall-
"(A) coordinate all activities of the De

partment of Health and Human Services re
lating to child care, and, to the maximum 
extent practicable, coordinate such activi
ties with similar activities of other Federal 
entities; 

"(B) collect, publish, and make available 
to the public a listing of State child care 
standards at least once every 3 years; and 

"(C) provide technical assistance to assist 
States to carry out this section, including 
assistance on a reimbursable basis. 

"(2) ENFORCEMENT.-
"(A) REVIEW OF COMPLIANCE WrrH STATE 

PLAN.-The Secretary shall review and mon
itor State compliance with this section and 
the plans approved under this section for the 
State, and shall have the power to terminate 
payments to the State in accordance with 
subparagraph (B). 

"(B) NONCOMPLIANCE.-
"(i) IN GENERAL.-If the Secretary, after 

reasonable notice to a State and opportunity 
for a hearing, finds that-

"(!) there has been a failure by the State 
to comply substantially with any provision 
or requirement set forth in the plan ap
proved under this section for the State; or 

"(II) in the operation of any program for 
which assistance is provided under this sec
tion there is a failure by the State to comply 
substantially with any provision of this sec
tion; 
the Secretary shall notify the State of the 
findings and that no further payments may 
be made to such State under this section (or, 
in the case of noncompliance in the oper
ation of a program or activity, that no fur
ther payments to the State will be made 
with respect to such program or activity) 
until the Secretary is satisfied that there is 
no longer any such failure to comply or that 
the noncompliance will be promptly cor
rected. 

"(ii) ADDITIONAL SANCTIONS.-ln the case of 
a finding of noncompliance made pursuant to 
clause (i), the Secretary may, in addition to 
imposing the sanctions described in such 
subparagraph, impose the other appropriate 
sanctions, including recoupment of money 
improperly expended for purposes prohibited 
or not authorized by this section, and dis
qualification from the receipt of financial as
sistance under this section. 

"(iii) NOTICE.-The notice required under 
subparagraph (A) shall include a specific 
identification of any additional sanction 
being imposed under clause (ii). 

"(C) ISSUANCE OF RULES.-The Secretary 
shall establish by rule procedures for-

"(i) receiving, processing, and determining 
the validity of complaints concerning any 
failure of a State to comply with the State 
plan or any requirement of this section; and 

"(ii) imposing sanctions under this sub
section. 
"SEC. 2009. cmLD CARE DURING PARTICIPATION 

IN EMPLOYMENT, EDUCATION, AND 
TRAINING; EXTENDED ELIGIBILITY. 

"(a) CHILD CARE GUARANTEE.-
"(!) IN GENERAL.-Each State agency re

ferred to in section 2008(b)(l)(A) shall guar
antee child care in accordance with section 
2008-

"(A) for any individual who is participat
ing in an education or training activity (in
cluding participation in a program estab
lished under part G of title IV) if the State 

agency approves the activity and determines 
that the individual is participating satisfac
torily in the activity; 

"(B) for each family with a dependent child 
(as defined in section 413(a)(2)(E)) requiring 
such care to the extent that such care is de
termined by the State agency to be nec
essary for an individual in the family to ac
cept employment or remain employed, in
cluding in a community service job under 
part G of title IV; and 

"(C) to the extent that the State agency 
determines that such care is necessary for 
the employment of an individual, if the fam
ily of which the individual is a member has 
ceased to receive assistance under the State 
plan approved under part A of title IV by 
reason of increased hours of, or income from, 
such employment, subject to paragraph (2) of 
this subsection. 

"(2) LIMITATIONS ON ELIGIBILITY FOR TRAN
SITIONAL CHILD CARE.-A family shall not be 
eligible for child care under paragraph 
(l)(C)-

"(A) for more than 12 months after the last 
month for which the family received assist
ance described in such paragraph; 

"(B) if the family did not receive such as
sistance in at least 3 of the most recent 6 
months in which the family received such as
sistance; 

"(C) if the family does not include a child 
who is (or, if needy, would be) a dependent 
child (within the meaning of section 
413(a)(2)(E)); 

"(D) for any month beginning after the 
caretaker relative (within the meaning of 
such part) in the family has terminated his 
or her employment without good cause; or 

"(E) with respect to a child, for any month 
beginning after the caretaker relative in the 
family has refused to cooperate with the 
State in establishing or enforcing the obliga
tion of any parent of the child to provide 
support for the child, without good cause as 
determined by the State agency in accord
ance with standards prescribed by the Sec
retary which shall take into consideration 
the best interests of the child. 

"(b) STATE ENTCTLEMENT TO PAYMENTS.
Each State with a plan approved under sec
tion 2008 shall be entitled to receive from the 
Secretary for any fiscal year an amount 
equal to-

"(1) the total amount expended by the 
State to carry out subsection (a) during the 
fiscal year; multiplied by 

"(2) the Federal medical assistance per
centage (as defined in the last sentence of 
section 1118).". 

(C) EFFECTIVE DATE.-The amendments and 
repeals made by this section shall take effect 
on October 1, 1996. 
SEC. 9206. CERTAIN FEDERAL ASSISTANCE IN

CLUDABLE IN GROSS INCOME. 
(a) IN GENERAL.-Part II of subchapter B of 

chapter 1 of the Internal Revenue Code of 
1986 (relating to items specifically included 
in gross income) is amended by adding at the 
end the following new section: 
"SEC. 91. CERTAIN FEDERAL ASSISTANCE. 

"(a) IN GENERAL.-Gross income shall in
clude an amount equal to the specified Fed
eral assistance received by the taxpayer dur
ing the taxable year. 

"(b) SPECIFIED FEDERAL ASSISTANCE.-For 
purposes of this section-

"(l) IN GENERAL.-The term 'specified Fed
eral assistance' means---

"(A) assistance provided under a State 
plan approved under part A of title IV of the 
Social Security Act (relating to temporary 
employment assistance program), 

"(B) assistance provided under any food 
stamp program, and 
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"(C) supplemental security income benefits 

under title XVI of the Social Security Act 
(including supplemental security income 
benefits of the type described in section 1616 
of such Act or section 212 of Public Law 93-
66). 

"(2) SPECIAL RULE.-In the case of assist
ance provided under a program described in 
subsection (d)(2), such term shall include 
only the assistance required to be provided 
under section 21 or 22 (as the case may be) of 
the Food Stamp Act of 1977. 

"(c) INDIVIDUALS SUBJECT To TAX.-For 
purposes of this section-

"(l) TEMPORARY EMPLOYMENT ASSISTANCE 
PROGRAM.-Assistance described in sub
section (b)(l)(A) shall be treated as received 
by the relative with whom the dependent 
child is living (within the meaning of section 
406(c) of the Social Security Act). 

"(2) FOOD STAMPS.-In the case of assist
ance described in subsection (b)(l)(B)---

"(A) IN GENERAL.-Except as provided in 
subparagraph (B), such assistance shall be 
treated as received ratably by each of the in
dividuals taken into account in determining 
the amount of such assistance for the benefit 
of such individuals. 

"(B) ASSISTANCE TO CHILDREN TREATED AS 
RECEIVED BY PARENTS, ETC.-The amount of 
assistance which would (but for this subpara
graph) be treated as received by a child shall 
be treated as received as follows: 

"(i) If there is an includible parent, such 
amount shall be treated as received by the 
includible parent (or if there is more than 1 
includible parent, as received ratably by 
each includible parent). 

"(ii) If there is no includible parent and 
there is an includible grandparent, such 
amount shall be treated as received by the 
includible grandparent (or if there is more 
than 1 includible grandparent, as received 
ratably by each includible grandparent). 

"(iii) If there is no includible parent or 
grandparent, such amount shall be treated as 
received ratably by each includible adult. 

"(C) DEFINITIONS.-For purposes of sub
paragraph (B)-

"(i) CHILD.-The term 'child' means any in
dividual who has not attained age 16 as of 
the close of the taxable year. Such term 
shall not include any individual who is an in
cludible parent of a child (as defined in the 
preceding sentence). 

"(ii) ADULT.-The term 'adult' means any 
individual who is not a child. 

"(iii) INCLUDIBLE.-The term 'includible' 
means, with respect to any individual, an in
dividual who is included in determining the 
amount of assistance paid to the household 
which includes the child. 

"(iv) PARENT.-The term 'parent' includes 
the stepfather and stepmother of the child. 

"(V) GRANDPARENT.-The term 'grand
parent' means any parent of a parent of the 
child. 

"(d) FOOD STAMP PROGRAM.-For purposes 
of subsection (b), the term 'food stamp pro
gram' means-

"(l) the food stamp program (as defined in 
section 3(h) of the Food Stamp Act of 1977), 
and 

"(2) the portion of the program under sec
tions 21 and 22 of such Act which provides 
food assistance." 

(b) REPORTING.-
(1) IN GENERAL.-Subpart B of part III of 

subchapter A of chapter 61 of such Code is 
amended by adding at the end the following 
new section: 
"SEC. 6050Q. PAYMENTS OF CERTAIN FEDERAL 

ASSISTANCE. 
"(a) REQUIREMENT OF REPORTING.-The ap

propriate official shall make a return, ac-

cording to the forms and regulations pre
scribed by the Secretary, setting forth-

"(1) the aggregate amount of specified Fed
eral assistance paid to any individual during 
any calendar year, and 

"(2) the name, address, and TIN of such in
dividual. 

"(b) STATEMENTS TO BE FURNISHED TO PER
SONS WITH RESPECT TO WHOM INFORMATION Is 
REQUIRED.-Every person required to make a 
return under subsection (a) shall furnish to 
each individual whose name is required to be 
set forth in such return a written statement 
showing-

"(1) the aggregate amount of payments 
made to the individual which are required to 
be shown on such return, and 

"(2) the name of the agency making the 
payments. · 
The written statement. required under the 
preceding sentence shall be furnished to the 
individual on or before January 31 of the 
year following the calendar year for which 
the return under subsection (a) was required 
to be made. 

"(c) DEFINITIONS AND SPECIAL RULE.-For 
purposes of this section-

"(1) APPROPRIATE OFFICIAL.-The term 'ap
propriate official' means-

"(A) in the case of specified Federal assist
ance described in section 91(b)(l)(A), the 
head of the State agency administering the 
plan under which such assistance is provided, 

"(B) in the case of specified Federal assist
ance described in section 91(b)(l)(B), the head 
of the State agency administering the pro
gram under which such assistance is pro
vided, and 

"(C) in the case of specified Federal assist
ance described in section 91(b)(l)(C), the Sec
retary of Health and Human Services. 

"(2) SPECIFIED FEDERAL ASSISTANCE.-The 
term 'specified Federal · assistance' has the 
meaning given such term by section 9l(b). 

"(3) AMOUNTS TREATED AS PAID.-The rules 
of section 91(c) shall apply for purposes of de
termining to whom specified Federal assist
ance is paid." 

(2) PENALTIES.-
(A) Subparagraph (B) of section 6724(d)(l) 

of such Code is amended by redesignating 
clauses (ix) through (xiv) as clauses (x) 
through (xv), respectively, and by inserting 
after clause (viii) the following new clause: 

"(ix) section 6050Q (relating to payments of 
certain Federal assistance),". 

(B) Paragraph (2) of section 6724(d) of such 
Code is amended by redesignating subpara
graphs (Q) through (T) as subparagraphs (R) 
through (U), respectively, and by inserting 
after subparagraph (P) the following new 
subparagraph: 

"(Q) section 6050Q(b) (relating to payments 
of certain Federal assistance),". 

(C) TEMPORARY EMPLOYMENT ASSISTANCE 
PROGRAM, SUPPLEMENTAL SECURITY INCOME, 
AND FOOD STAMP BENEFITS NOT TAKEN INTO 
ACCOUNT FOR PURPOSES OF THE EARNED IN
COME TAX CREDIT.-Section 32 of the Internal 
Revenue Code of 1986 (relating to the earned 
income tax credit), is amended by adding at 
the end the following new subsection: 

"(k) ADJUSTED GROSS INCOME DETERMINED 
WITHOUT REGARD TO CERTAIN FEDERAL As
SISTANCE.-For purposes of this section, ad
justed gross income shall be determined 
without regard to any amount which is in
cludible in gross income solely by reason of 
section 91." 

(d) CLERICAL AMENDMENTS.-
(1) The table of sections for part II of sub

chapter B of chapter 1 of such Code is amend
ed by adding at the end the following new 
item: 

"Sec. 91. Certain Federal assistance." 

(2) The table of sections for subpart B of 
part III of subchapter A of chapter 61 of such 
Code is amended by adding at the end the 
following new item: 
"Sec. 6050Q. Payments of certain Federal as

sistance." 
(e) EFFECTIVE DATE.-The amendments 

made by this section shall apply to benefits 
received after December 31, 1995, except that 
the amendment made by subsection (c) shall 
apply to taxable years beginning after such 
date. 
SEC. 9'J07. DEPENDENT CARE CREDIT TO BE RE· 

FUNDABLE; HIGH-INCOME TAX· 
PAYERS INELIGIBLE FOR CREDIT. 

(a) CREDIT To BE REFUNDABLE.-
(1) IN GENERAL.-Section 21 of the Internal 

Revenue Code of 1986 (relating to expenses 
for household and dependent care services 
necessary for gainful employment) is hereby 
moved to subpart C of part IV of subchapter 
A of chapter 1 of such Code (relating to re
fundable credits) and inserted after section 
34. 

(2) TECHNICAL AMENDMENTS.-
(A) Section 35 of such Code is redesignated 

as section 36. 
(B) Section 21 of such Code is redesignated 

as section 35. 
(C) Paragraph (1) of section 35(a) of such 

Code (as redesignated by subparagraph (B)) is 
amended by striking "this chapter" and in
serting "this subtitle". 

(D) Subparagraph {C) of section 129(a)(2) of 
such Code is amended by striking "section 
21(e)" and inserting "section 35(e)". 

(E) Paragraph (2) of section 129(b) of such 
Code is amended by striking "section 
2l(d)(2)" and inserting "section 35(d)(2)". 

(F) Paragraph (1) of section 129(e) of such 
Code is amended by striking "section 
2l(b)(2)" and inserting "section 35(b)(2)". 

(G) Subsection (e) of section 213 of such 
Code is amended by striking "section 21" and 
inserting "section 35". 

(H) Paragraph (2) of section 1324(b) of title 
31, United States Code, is amended by insert
ing before the period ", or from section 35 of 
such Code". 

(I) The table of sections for subpart C of 
part IV of subchapter A of chapter 1 of such 
Code is amended by striking the item relat
ing to section 35 and inserting the following: 
"Sec. 35. Expenses for household and depend

ent care services necessary for 
gainful employment. 

"Sec. 36. Overpayments of tax.". 
(J) The table of sections for subpart A of 

such part IV is amended by striking the item 
relating to section 21. 

(b) HIGHER-INCOME TAXPAYERS INELIGIBLE 
FOR CREDIT.-Subsection (a) of section 35 of 
such Code, as redesignated by subsection (a), 
is amended by adding at the end the follow
ing new paragraph: 

"(3) PHASEOUT OF CREDIT FOR HIGHER-IN
COME TAXPAYERS.-The amount of the credit 
which would (but for this paragraph) be al
lowed by this section shall be reduced (but 
not below zero) by an amount which bears 
the same ratio to such amount of credit as 
the excess of the taxpayer's adjusted gross 
income for the taxable year over $60,000 
bears to $20,000. Any reduction determined 
under the preceding sentence which is not a 
multiple of $10 shall be rounded to the near
est multiple of $10. ". 

(C) EFFECTIVE DATE.-The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 1996. 

Subtitle C-Work First 
SEC. 9301. WORK FIRST PROGRAM. 

(a) ESTABLISHMENT AND OPERATION OF PRo
GRAM.-Title IV (42 u.s.c. 601 et seq.) is 
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amended by striking part F and inserting the 
following: 

" Part F- Work First Program 

"SEC. 481. STATE ROLE. 

" (a) PROGRAM REQUIREMENTS.-Any State 
may establish and operate a work first pro
gram that meets the following requirements: 

"(1) OBJECTIVE.-The objective of the pro
gram is for each program participant to find 
and hold a full-time unsubsidized paid job, 
and for this goal to be achieved in a cost-ef
fective fashion. 

"(2) METHOD.-The method of the program 
is to connect recipients of assistance under 
the State plan approved under part A with 
the private sector labor market as soon as 
possible and offer them the support and 
skills necessary to remain in the labor mar
ket. Each component of the program should 
be permeated with an emphasis on employ
ment and with an understanding that mini
mum wage jobs are a stepping stone to more 
highly paid employment. The program shall 
provide recipients with education, training, 
job search and placement, wage 
supplementation, temporary subsidized jobs, 
or such other services that the State deems 
necessary to help a recipient obtain private 
sector employment. 

"(3) JOB CREATION.- The creation of jobs, 
with an emphasis on private sector jobs, 
shall be a component of the program and 
shall be a priority for each State office with 
responsibilities under the program. 

" (4) FORMS OF ASSISTANCE.-The State 
shall provide assistance to participants in 
the program in the form of education, train
ing, job placement services (including vouch
ers for job placement services), work 
supplementation programs, temporary sub
sidized job creation, job counseling, assist
ance in establishing microenterprises, or 
other services to provide individuals with 
the support and skills necessary to obtain 
and keep employment in the private sector. 

" (5) 2-YEAR LIMITATION ON PARTICIPATION.
The program shall comply with section 
487(b). 

"(6) AGREEMENTS OF MUTUAL RESPONSIBIL
ITY.-

"(A) IN GENERAL.-The State agency shall 
develop an agreement of mutual responsibil
ity for each program participant, which will 
be an individualized comprehensive plan, de
veloped by the team and the participant, to 
move the participant into a full-time 
unsubsidized job. The agreement should de
tail the education, training, or skills that 
the individual will be receiving to obtain a 
full-time unsubsidized job, and the obliga
tions of the individual. 

"(B) HOURS OF PARTICIPATION REQUIRE
MENT.-The agreement shall provide that the 
individual shall participate in activities in 
accordance with the agreement for-

"(i) not fewer than 20 hours per week dur
ing fiscal years 1997 and 1998; 

"(ii) not fewer than 25 hours per week dur
ing fiscal year 1999; and 

" (iii) not fewer than 30 hours per week 
thereafter. 

"(7) CASELOAD PARTICIPATION RATES.-The 
program shall comply with section 488. 

"(8) NONDISPLACEMENT.-The program may 
not be operated in a manner that results in

"(A) the displacement of a currently em
ployed worker or position by a program par
ticipant; 

" (B) the replacement of an employee who 
has been terminated with a program partici
pant; or 

" (C) the replacement of an individual who 
is on layoff from the same position given to 

a program participant or any equivalent po
sition. 

"(b) ANNUAL REPORTS.-
"(l) COMPLIANCE WITH PERFORMANCE MEAS

URES.-Each State that operates a program 
under this part shall submit to the Secretary 
annual reports that compare the achieve
ments of the program with the performance
based measures established under section 
488(c). 

" (2) COMPLIANCE WITH PARTICIPATION 
RATES.-Each State that operates a program 
under this part for a fiscal year shall submit 
to the Secretary a report on the participa
tion rate of the State for the fiscal year. 
"SEC. 482. REVAMPED JOBS PROGRAM. 

"A State that establishes a program under 
this part may operate a program similar to 
the program known as the 'GAIN Program' 
that has been operated by Riverside County, 
California, under Federal law in effect imme
diately before the date this part first applies 
to the State of California. 
"SEC. 483. USE OF PLACEMENT COMPANIES. 

"(a) IN GENERAL.-A State that establishes 
a program under this part may enter into 
contracts with private companies (whether 
operated for profit or not for profit) for the 
placement of participants in the program in 
positions of full-time employment, pref
erably in the private sector, for wages suffi
cient to eliminate the need of such partici
pants for cash assistance. 

"(b) REQUIRED CONTRACT TERMS.-Each 
contract entered into under this section with 
a company shall meet the following require
ments: 

"(l) PROVISION OF JOB READINESS AND SUP
PORT SERVICES.-The contract shall require 
the company to provide, to any program par
ticipant who presents to the company a 
voucher issued under subsection (d) intensive 
personalized support and job readiness serv
ices designed to prepare the individual for 
employment and ensure the continued suc
cess of the individual in employment. 

"(2) PAYMENTS.-
"(A) IN GENERAL.-The contract shall pro

vide for payments to be made to the com
pany with respect to each program partici
pant who presents to the company a voucher 
issued under subsection (d). 

"(B) STRUCTURE.-The contract shall pro
vide for the majority of the amounts to be 
paid under the contract with respect to a 
program participant, to be paid after the 
company has placed the participant in a po
sition of full-time employment and the par
ticipant has been employed in the position 
for such period of not less than 5 months as 
the State deems appropriate. 

" (c) COMPETITIVE BIDDING REQUIRED.-Con
tracts under this section shall be awarded 
only after competitive bidding. 

"(d) VoucHERS.-The State shall issue a 
voucher to each program participant whose 
agreement of mutual responsibility provides 
for the use of placement companies under 
this section, indicating that the participant 
is eligible for the services of such a company. 
"SEC. 484. TEMPORARY' SUBSIDIZED JOB CRE-

ATION. 
" A State that establishes a program under 

this part may establish a program similar to 
the program known as 'JOBS Plus' that has 
been operated by the State of Oregon under 
Federal law in effect immediately before the 
date this part first applies to the State of Or
egon. 
"SEC. 485. MICROENTERPRISE. 

" (a) GRANTS AND LOANS TO NONPROFIT OR
GANIZATIONS FOR THE PROVISION OF TECH'
NICAL ASSISTANCE, TRAINING, AND CREDIT TO 
Low INCOME ENTREPRENEURS.-A State that 

establishes a program under this part may 
make grants and loans to nonprofit organiza
tions to provide technical assistance, train
ing, and credit to low income entrepreneurs 
for the purpose of establishing microenter
prises. 

" (b) MICROENTERPRISE DEFINED.-For pur
poses of this subsection, the term 'micro
enterprise' means a commercial enterprise 
which has 5 or fewer employees, 1 or more of 
whom owns the enterprise. 
"SEC. 486. WORK SUPPLEMENTATION PROGRAM. 

"(a) IN GENERAL.-A State that establishes 
a program under this part may institute a 
work supplementation program under which 
the State, to the extent it considers appro
priate, may reserve the sums that would oth
erwise be payable under the State plan ap
proved under part A to participants in the 
program and use the sums instead for the 
purpose of providing and subsidizing jobs for 
the participants (as described in subsection 
(c)(3)(A) and (B)), as an alternative to provid
ing such assistance to the participants. 

"(b) STATE FLEXIBILITY.-
"(l) Nothing in this part, or in any State 

plan approved under part A, shall be con
strued to prevent a State from operating (on 
such terms and conditions and in such cases 
as the State may find to be necessary or ap
propriate) a work supplementation program 
in accordance with this section and section 
484 (as in effect immediately before the date 
this part first applies to the State). 

"(2) Notwithstanding any other provision 
of law, a State may adjust the levels of the 
standards of need under the State plan as the 
State determines to be necessary and appro
priate for carrying out a work 
supplementation program under this section. 

"(3) Notwithstanding any other provision 
of law, a State operating a work 
supplementation program under this section 
may provide that the need standards in ef
fect in those areas of the State in which the 
program is in operation may be different 
from the need standards in effect in the 
areas in which the program is not in oper
ation, and the State may provide that the 
need standards for categories of recipients 
may vary among such categories to the ex
tent the State determines to be appropriate 
on the basis of ability to participate in the 
work supplementation program. 

"(4) Notwithstanding any other provision 
of law, a State may make such further ad
justments in the amounts of assistance pro
vided under the plan to different categories 
of recipients (as determined under paragraph 
(3)) in order to offset increases in benefits 
from needs-related programs (other than the 
State plan approved under part A) as the 
State determines to be necessary and appro
priate to further the purposes of the work 
supplementation program. 

"(5) In determining the amounts to be re
served and used for providing and subsidizing 
jobs under this section as described in sub
section (a), the State may use a sampling 
methodology. 

"(6) Notwithstanding any other provision 
of law, a State operating a work 
supplementation program under this section, 
may reduce or eliminate the amount of 
earned income to be disregarded under the 
State plan as the State determines to be nec
essary and appropriate to further the pur
poses of the work supplementation program. 

" (C) RULES RELATING TO SUPPLEMENTED 
JOBS.-

" (l) A work supplementation program op
erated by a State under this section may 
provide that any individual who is an eligi
ble individual (as determined under para
graph (2)) shall take a supplemented job (as 
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defined in paragraph (3)) to the extent that 
supplemented jobs are available under the 
program. Payments by the State to individ
uals or to employers under the work 
supplementation program shall be treated as 
expenditures incurred by the State for tem
porary employment assistance under part A 
except as limited by subsection (d). 

"(2) For purposes of this section, an eligi
ble individual is an individual who is in a 
category which the State determines should 
be eligible to participate in the work 
supplementation program, and who would, at 
the time of placement in the job involved, be 
eligible for assistance under an approved 
State plan if the State did not have a work 
supplementation program in effect. 

"(3) For purposes of this subsection, a sup
plemented job is-

"(A) a job provided to an eligible individ
ual by the State or local agency administer
ing the State plan under part A; or 

"(B) a job provided to an eligible individ
ual by any other employer for which all or 
part of the wages are paid by the State or 
local agency. 
A State may provide or subsidize under the 
program any job which the State determines 
to be appropriate. 

"(d) COST LIMITATION.-The amount of the 
Federal payment to a State under section 413 
for expenditures incurred in making pay
ments to individuals and employers under a 
work supplementation program under this 
subsection shall not exceed an amount equal 
to the amount which would otherwise be 
payable under such section if the family of 
each individual employed in the program es
tablished in the State under this section had 
received the maximum amount of assistance 
providable under the State plan to such a 
family with no income (without regard to ad
justments under subsection (b) of this sec
tion) for the lesser of-

"(1) 9 months; or 
"(2) the number of months in which the in

dividual was employed in the program. 
"(e) RULES OF INTERPRETATION.-
"(!) This section shall not be construed as 

requiring the State or local agency admin
istering the State plan to provide employee 
status to an eligible individual to whom the 
State or local agency provides a job under 
the work supplementation program (or with 
respect to whom the State or local agency 
provides all or part of the wages paid to the 
individual by another entity under the pro
gram), or as requiring any State or local 
agency to provide that an eligible individual 
filling a job position provided by another en
tity under the program be provided employee 
status by the entity during the first 13 weeks 
the individual fills the position. 

"(2) Wages paid under a work 
supplementation program shall be consid
ered to be earned income for purposes of any 
provision of law. 

"(f) PRESERVATION OF MEDICAID ELIGI
BILITY.-Any State that chooses to operate a 
work supplementation program under this 
section shall provide that any individual who 
participates in the program, and any child or 
relative of the individual (or other individual 
living in the same household as the individ
ual) who would be eligible for assistance 
under the State plan approved under part A 
if the State did not have a work 
supplementation program, shall be consid
ered individuals receiving assistance under 
the State plan approved under part A for 
purposes of eligibility for medical assistance 
under the State plan approved under title 
XIX. 
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"SEC. 487. PARTICIPATION RULES. 
"(a) IN GENERAL.-Except as provided in 

subsection (b), a State that establishes a pro
gram under this part may require any indi
vidual receiving assistance under the State 
plan approved under part A to participate in 
the program. 

"(b) 2-YEAR LIMITATION ON PARTICIPA
TION.-

"(1) IN GENERAL.-Except as provided in 
paragraph (2), an individual may not partici
pate in a State program established under 
this part if the individual has participated in 
the State program established under this 
part for 24 months after the date the individ
ual first signed an agreement of mutual re
sponsibility under this part, excluding any 
month during which the individual worked 
for an average of at least 25 hours per week 
in a private sector job. 

"(2) AUTHORITY TO ALLOW REPEAT PARTICI
PATION.-

"(A) IN GENERAL.-Subject to subparagraph 
(B) of this paragraph, a State may allow an 
individual who, by reason of paragraph (1), 
would be prohibited from participating in 
the State program established under this 
part to participate in the program for such 
additional period or periods as the State de
termines appropriate. 

"(B) LIMITATION ON PERCENTAGE OF REPEAT 
PARTICIPANTS.-

"(i) IN GENERAL.-Except as provided in 
clause (ii) of this subparagraph, the number 
of individuals allowed under subparagraph 
(A) to participate during a program year in 
a State program established under this part 
shall not exceed-

"(!) 10 percent of the total number of indi
viduals who participated in the State pro
gram established under this part or the 
State program established under part H dur
ing the immediately preceding program 
year; or 

"(II) in the case of fiscal year 2004 or any 
succeeding fiscal year, 15 percent of such 
total number of individuals. 

"(ii) AUTHORITY TO INCREASE LIMITATION.
"(!) PETITION.-A State may request the 

Secretary to increase to not more than 15 
percent the percentage limitation imposed 
by clause (i)(I) for a fiscal year before fiscal 
year 2004. 

"(II) AUTHORITY TO GRANT REQUEST.-The 
Secretary may approve a request made pur
suant to subclause (I) if the Secretary deems 
it appropriate. The Secretary shall develop 
recommendations on the criteria that should 
be applied in evaluating requests under sub
clause (I). 
"SEC. 488. CASEWAD PARTICIPATION RATES; 

PERFORMANCE MEASURES. 
"(a) PARTICIPATION RATES.-
"(!) REQUIREMENT.-A State that operates 

a program under this part shall achieve a 
participation rate for the following fiscal 
years of not less than the following percent
age: 
"Fiscal year: Percentage: 

1997 .................................................. 16 
1998 .................................................. 20 
1999 ···· ····· ·· ·· ·· ··· ·· ··························· ··· 24 
2000 ... ..... ............... ..........................• 28 
2001 ........... ...... ........ .... .. .... ............... 32 
2002 ······················· ·········· ····· ··· ········· 40 
2003 or later .. ......... ........................ . 52. 
"(2) PARTICIPATION RATE DEFINED.-
"(A) IN GENERAL.-As used in this sub

section, the term 'participation rate' means, 
with respect to a State and a fiscal year, an 
amount equal to-

"(i) the average monthly number of indi
viduals who, during the fiscal year, partici
pate in the State program established under 

this part or (if applicable) part G or H; di
vided by 

"(ii) the average monthly number of indi
viduals who are not described in section 
402(c)(l)(D) and for whom an individual re
sponsibility plan is in effect under section 
403 during the fiscal year. 

"(B) SPECIAL RULE.-For each of the 1st 12 
months after an individual ceases to receive 
assistance under a State plan approved under 
part A by reason of having become employed 
for more than 25 hours per week in an 
unsubsidized job in the private sector, the in
dividual shall be considered to be participat
ing in the State program established under 
this part, and to be an adult recipient of 
such assistance, for purposes of subpara
graph (A). 

"(3) STATE COMPLIANCE REPORTS.-Each 
State that operates a program under this 
part for a fiscal year shall submit to the Sec
retary a report on the participation rate of 
the State for the fiscal year. 

"(4) EFFECT OF FAILURE TO MEET PARTICIPA
TION RATES.-

"(A) IN GENERAL.-If a State reports that 
the State has failed to achieve the participa
tion rate required by paragraph (1) for the 
fiscal year, the Secretary may make rec
ommendations for changes in the State pro
gram established under this part and (if the 
State has established a program under part 
G) the State program established under part 
G. The State may elect to follow such rec
ommendations, and shall demonstrate to the 
Secretary how the State will achieve the re
quired participation rates. 

"(B) SECOND CONSECUTIVE FAILURE.-Not
withstanding subparagraph (A), if a State 
fails to achieve the participation rate re
quired by paragraph (1) for 2 consecutive fis
cal years, the Secretary may-

"(i) require the State to make changes in 
the State program established under this 
part and (if the State has established a pro
gram under part G) the State program estab
lished under part G; and 

"(ii) reduce by 5 percent the amount other
wise payable to the State under section 413. 

"(b) PERFORMANCE STANDARDS.-The Sec
retary shall develop standards to be used to 
measure the effectiveness of the programs 
established under this part and part G in 
moving recipients of assistance under the 
State plan approved under part A into full
time unsubsidized employment. 

"(c) PERFORMANCE-BASED MEASURES.-
"(!) ESTABLISHMENT.-The Secretary shall, 

by regulation, establish measures of the ef
fectiveness of the State programs estab
lished under this part and under part G in 
moving recipients of assistance under the 
State plan approved under part A into full
time unsubsidized employment, based on the 
performance of such programs. 

"(2) ANNUAL COMPLIANCE REPORTS.-Each 
State that operates a program under this 
part shall submit to the Secretary annual re
ports that compare the achievements of the 
program with the performance-based meas
ures established under paragraph (1). 
"SEC. 489. FEDERAL ROLE. 

"(a) APPROVAL OF STATE PLANS.-
"(!) IN GENERAL.-Within 60 days after the 

date a State submits to the Secretary a plan 
that provides for the establishment and oper
ation of a work first program that meets the 
requirements of section 481, the Secretary 
shall approve the plan. 

"(2) AUTHORITY TO EXTEND APPROVAL DEAD
LINE.-The 60-day deadline established in 
paragraph (1) with respect to a State may be 
extended in accordance with an agreement 
between the Secretary and the State. 
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"(b) PERFORMANCE-BASED MEASURES.-The 

Secretary shall, by regulation, establish 
measures of the effectiveness of the State 
program established under this part and (if 
the State has established a program under 
part G) the State program established under 
part G in moving recipients of assistance 
under the State plan approved under part A 
into full-time unsubsidized employment, 
based on the performance of such programs. 

"(c) EFFECT OF FAILURE To MEET PARTICI
PATION RATES.-

"(l) IN GENERAL.-If a State reports that 
the State has failed to achieve the participa
tion rate required by section 488 for the fis
cal year, the Secretary may make rec
ommendations for changes in the State pro
gram established under this part and (if the 
State has established a program under part 
G) the State program established under part 
G. The State may elect to follow such rec
ommendations, and shall demonstrate to the 
Secretary how the State will achieve the re
quired participation rates. 

"(2) SECOND CONSECUTIVE FAILURE.-Not
withstanding paragraph (1), if the State has 
failed to achieve the participation rates re
quired by section 488 for 2 consecutive fiscal 
years, the Secretary may require the State 
to make changes in the State program estab
lished under this part and (if the State has 
established a program under part G) the 
State program established under part G. 

"Part G-Workfare Program 
"SEC. 490. ESTABLISHMENT AND OPERATION OF 

PROGRAM. 
"(a) IN GENERAL.-A State that establishes 

a work first program under part F may es
tablish and carry out a workfare program 
that meets the requirements of this part, un
less the State has established a job place
ment voucher program under part H. 

"(b) OBJECTIVE.-The objective of the 
workfare program is for each program par
ticipant to find and hold a full-time 
unsubsidized paid job, and for this goal to be 
achieved in a cost-effective fashion. 

"(c) CASE MANAGEMENT TEAMS.-The State 
shall assign to each program participant a 
case management team that shall meet with 
the participant and assist the participant to 
choose the most suitable workfare job under 
subsection (e), (f), or (g) and to eventually 
obtain a full-time unsubsidized paid job. 

"(d) PROVISION OF JOBS.-The State shall 
provide each participant in the program with 
a community service job that meets the re
quirements of subsection (e) or a subsidized 
job that meets the requirements of sub
section (f) or (g). 

"(e) COMMUNITY SERVICE JOBS.-
"(l) IN GENERAL.-Except as provided in 

paragraphs (2) and (3), each participant shall 
work for not fewer than 30 hours per week 
(or, at the option of the State, 20 hours per 
week during fiscal years 1997 and 1998, not 
fewer than 25 hours per week during fiscal 
year 1999, not fewer than 30 hours per week 
during fiscal years 2000 and 2001, and not 
fewer than 35 hours per week thereafter) in a 
community service job, and be paid at a rate 
which is not greater than 75 percent (or, at 
the option of the State, 100 percent) of the 
maximum amount of assistance that may be 
provided under the State plan approved 
under part A to a family of the same size and 
composition with no income. 

"(2) EXCEPTION.-(A) If the participant has 
obtained unsubsidized part-time employment 
in the private sector, the State shall provide 
the participant with a part-time community 
service job. 

"(B) If the State provides a participant a 
part-time community service job under sub-

paragraph (A), the State shall ensure that 
the participant works for not fewer than 30 
hours per week. 

"(3) WAGES NOT CONSIDERED EARNED IN
COME.-Wages paid under a workfare program 
shall not be considered to be earned income 
for purposes of any provision of law. 

"(4) COMMUNITY SERVICE JOB DEFINED.-For 
purposes of this section, the term 'commu
nity service job' means-

"(A) a job provided to a participant by the 
State administering the State plan under 
part A; or 

"(B) a job provided to a participant by any 
other employer for which all or part of the 
wages are paid by the State. 
A State may provide or subsidize under the 
program any job which the State determines 
to be appropriate. 

"(f) TEMPORARY SUBSIDIZED JOB CRE
ATION.-A State that establishes a workfare 
program under this part may establish a pro
gram similar to the program operated by the 
State of Oregon, which is known as 'JOBS 
Plus'. 

"(g) WORK SUPPLEMENTATION PROGRAM.
"(!) IN GENERAL.-A State that establishes 

a workfare program under this part may in
stitute a work supplementation program 
under which the State, to the extent it con
siders appropriate, may reserve the sums 
that would otherwise be payable to partici
pants in the program as a community service 
minimum wage and use the sums instead for 
the purpose of providing and subsidizing pri
vate sector jobs for the participants. 

"(2) EMPLOYER AGREEMENT.-An employer 
who provides a private sector job to a partic
ipant under paragraph (1) shall agree to pro
vide to the participant an amount in wages 
equal to the poverty threshold for a family 
of three. 

"(h) JOB SEARCH REQUffiEMENT.-The State 
shall require each participant to spend a 
minimum of 5 hours per week on activities 
related to securing unsubsidized full-time 
employment in the private sector. 

"(i) DURATION OF PARTICIPATION.-
"(!) IN GENERAL.-Except as provided in 

paragraph (2), an individual may not partici
pate for more than 2 years in a workfare pro
gram under this part. 

"(2) AUTHORITY TO ALLOW REPEATED PAR
TICIPATION.-

"(A) IN GENERAL.-Subject to subparagraph 
(B), a State may allow an individual who, by 
reason of paragraph (1), would be prohibited 
from participating in the State program es
tablished under this part to participate in 
the program for such additional period or pe
riods as the State dAtermines appropriate. 

"(B) LIMITATION ON PERCENTAGE OF REPEAT 
PARTICIPANTS.-

"(i) IN GENERAL.-Except as provided in 
clause (ii), the number of individuals allowed 
under subparagraph (A) to participate during 
a program year in a State program estab
lished under this part shall not exceed 10 per
cent of the total number of individuals who 
participated in the program during the im
mediately preceding program year. 

"(ii) AUTHORITY TO INCREASE LIMITATION.
"(!) PETITION.-A State may request the 

Secretary to increase the percentage limita
tion imposed by clause (i) to not more than 
15 percent. 

"(II) AUTHORITY TO GRANT REQUEST.-The 
Secretary may approve a request made pur
suant to subclause (I) if the Secretary deems 
it appropriate. The Secretary shall develop 
recommendations on the criteria that should 
be applied in evaluating requests under sub-
clause (I). _' 

"(j) USE OF PLACEMENT COMPANIES.-A 
State that establishes a workfare program 

under this part may enter into contracts 
with private companies (whether operated 
for profit or not for profit) for the placement 
of participants in the program in positions of 
full-time employment, preferably in the pri
vate sector, for wages sufficient to eliminate 
the need of such participants for cash assist
ance in accordance with section 483. 

"(k) MAXIMUM OF 3 COMMUNITY SERVICE 
JOBS.-A program participant may not re
ceive more than 3 community service jobs 
under the program. 

"Part H-Job Placement Voucher Program 
"SEC. 490A JOB PLACEMENT VOUCHER PRO

GRAM. 
"A State that is not operating a workfare 

program under part G may establish a job 
placement voucher program that meets the 
following requirements: 

"(1) The program shall offer each program 
participant a voucher which the participant 
may use to obtain employment in the pri
vate sector. 

"(2) An employer who receives a voucher 
issued under the program from an individual 
may redeem the voucher at any time after 
the individual has been employed by the em
ployer for 6 months, unless another em
ployee of the employer was displaced by the 
employment of the individual. 

"(3) Upon presentation of a voucher by an 
employer to the State agency responsible for 
the administration of the program, the State 
agency shall pay to the employer an amount 
equal to 50 percent of the total amount of as
sistance provided under the State plan ap
proved under part A to the family of which 
the individual is a member for the most re
cent 12 months for which the fami)y was eli
gible for such assistance.". 

(c) FUNDING.-Section 413(a), as added by 
section 9101(a) of this Act, is amended-

(1) by striking "Subject to" and inserting 
the following: 

"(1) IN GENERAL.-Subject to"; and 
(2) by inserting after and below the end the 

following: 
"(2) WORK FIRST AND OTHER PROGRAMS.-(A) 

Each State that is operating a program in 
accordance with a plan approved under part 
F and a program in accordance with part G 
or H shall be entitled to payments under 
paragraph (3) for any fiscal year in an 
amount equal to the sum of the applicable 
percentages (specified in such paragraph) of 
its expenditures to carry out such programs 
(subject to limitations prescribed by or pur
suant to such parts or this part on expendi
tures that may be included for purposes of 
determining payment under paragraph (3)), 
but such payments for any fiscal year in the 
case of any State may not exceed the limita
tion determined under subparagraph (B) with 
respect to the State. 

"(B) The limitation determined under this 
subparagraph with respect to a State for any 
fiscal year is the amount that bears the 
same ratio to the amount specified in sub
paragraph (C) for such fiscal year as the av
erage monthly number of adult recipients (as 
defined in subparagraph (D)) in the State in 
the preceding fiscal year bears to the aver
age monthly number of such recipients in all 
the States for such preceding year. 

"(C)(i) The amount specified in this sub-
paragraph is-

"(l) $1,600,000,000 for fiscal year 1997; 
"(II) $1,600,000,000 for fiscal year 1998; 
"(Ill) $1,900,000,000 for fiscal year 1999; 
" (IV) $2,500,000,000 for fiscal year 2000; and 
"(V) $3,200,000,000 for fiscal year 2001; and 
"(VI) $4,700,000,000 for fiscal year 2002; and 
"(VII) the amount determined under clause 

(ii) for fiscal year 2003 and each succeeding 
fiscal year. 
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"(ii) The amount determined under this 

clause for a fiscal year is the product of the 
following: 

"(I) The amount specified in this subpara
graph for the immediately preceding fiscal 
year. 

"(II) LOO plus the percentage (if any) by 
which-

"(aa) the average of the Consumer Price 
Index (as defined in section l(f)(5) of the In
ternal Revenue Code of 1986) for the most re
cent 12-month period for which such infor
mation is available; exceeds 

"(bb) the average of the Consumer Price 
Index (as so defined) for the 12-month period 
ending on June 30 of the 2nd preceding fiscal 
year. 

"(Ill) The amount that bears the same 
ratio to the amount specified in this sub
paragraph for the immediately preceding fis
cal year as the number of individuals whom 
the Secretary estimates will participate in 
programs operated under part F, G, or H dur
ing the fiscal year bears to the total number 
of individuals who participated in such pro
grams during such preceding fiscal year. 

"(D) For purposes of this paragraph, the 
term 'adult recipient' in the case of any 
State means an individual other than a de
pendent. child (unless such child is the custo
dial parent of another dependent child) 
whose needs are met (in whole or in part) 
with assistance provided under the State 
plan approved under this part. 

"(E) For purposes of subparagraph (D), the 
term 'dependent child' means a needy child 
(i) who has been deprived of parental support 
or care by reason of the death, continued ab
sence from the home (other than absence oc
casioned solely by reason of the performance 
of active duty in the uniformed services of 
the United States), or physical or mental in
capacity of a parent, and who is living with 
his father, mother, grandfather, grand
mother, brother, sister, stepfather, step
mother, stepbrother, stepsister, uncle, aunt, 
first cousin, nephew, or niece, in a place of 
residence maintained by one or more of such 
relatives as his or their own home, and (ii) 
who is (I) under the age of eighteen, or (II) at 
the option of the State, under the age of 
nineteen and a full-time student in a second
ary school (or in the equivalent level of voca
tional or technical training), if, before he at
tains age nineteen, he may reasonably be ex
pected to complete the program of such sec
ondary school (or such training). 

"(F) For purposes of subparagraph (E), the 
term 'relative with whom any dependent 
child is living' means the individual who is 
one of the relatives specified in subpara
graph (E) and with whom such child is living 
(within the meaning of such subsection) in a 
place of residence maintained by such indi
vidual (himself or together with any one or 
more of the other relatives so specified) as 
his (or their) own home. 

"(3)(A) In lieu of any payment under para
graph (1) therefor, the Secretary shall pay to 
each State that is operating a program in ac
cordance with a plan approved under part F 
and a program in accordance with part G or 
H, with respect to expenditures by the State 
to carry out such programs, an amount equal 
to-

"(i) with respect to so much of such ex
penditures in a fiscal year as do not exceed 
the State's expenditures in the fiscal year 
1987 with respect to which payments were 
made to such State from its allotment for 
such fiscal year pursuant to part C of this 
title as then in effect, 90 percent; and 

"(ii) with respect to so much of such ex
penditures in a fiscal year as exceed the 
amount described in clause (i)-

"(I) 50 percent, in the case of expenditures 
for administrative costs made by a State in 
operating such programs for such fiscal year 
(other than the personnel costs for staff em
ployed full-time in the operation of such pro
gram) and the costs of transportation and 
other work-related supportive services; and 

"(II) 60 percent or the Federal medical as
sistance percentage (as defined in the last 
sentence of section 1118), whichever is the 
greater, in the case of expenditures made by 
a State in operating such programs for such 
fiscal year (other than for costs described in 
subclause (I)). 

"(B) With respect to the amount for which 
payment is made to a State under subpara
graph (A)(i), the State's expenditures for the 
costs of operating such programs may be in 
cash or in kind, fairly evaluated. 

"(C) Not more than 10 percent of the 
amount payable to a State under this para
graph for a quarter may be for expenditures 
made during the quarter with respect to pro
gram participants who are not eligible for 
assistance under the State plan approved 
under this part.". 

(d) SECRETARY'S SPECIAL ADJUSTMENT 
FUND.-Section 413(a), as added by section 
9101(a) of this Act, is amended by adding at 
the end the following: 

"(4) SECRETARY'S SPECIAL ADJUSTMENT 
FUND.-(A) There shall be available to the 
Secretary from the amount appropriated for 
payments under paragraph (2) for States' 
programs under parts F and G for fiscal year 
1996, $300,000,000 for special adjustments to 
States' limitations on Federal payments for 
such programs. 

"(B) A State may, not later than March 1 
and September 1 of each fiscal year, submit 
to the Secretary a request to adjust the limi
tation on payments under this section with 
respect to its program under part F (and, in 
fiscal years after 1997) its program under 
part G for the following fiscal year. The Sec
retary shall only consider such a request 
from a State which has, or which dem
onstrates convincingly on the basis of esti
mates that it will, submit allowable claims 
for Federal payment in the full amount 
available to it under paragraph (2) in the 
current fiscal year and obligated 95 percent 
of its full amount in the prior fiscal year. 
The Secretary shall by regulation prescribe 
criteria for the equitable allocation among 
the States of Federal payments pursuant to 
adjustments of the limitations referred to in 
the preceding sentence in the case where the 
requests of all States that the Secretary 
finds reasonable exceed the amount avail
able, and, within 30 days following the dates 
specified in this paragraph, will notify each 
State whether one or more of its limitations 
will be adjusted in accordance with the 
State's request and the amount of the ad
justment (which may be some or all of the 
amount requested). 

"(C) The Secretary may adjust the limita
tion on Federal payments to a State for a 
fiscal year under paragraph (2), and upon a 
determination by the Secretary that (and 
the amount by which) a State's limitation 
should be raised, the amount specified in 
such paragraph shall be considered to be so 
increased for the following fiscal year. 

"(D) The amount made available under 
subparagraph (A) for special adjustments 
shall remain available to the Secretary until 
expended. That amount shall be reduced by 
the sum of the adjustments approved by the 
Secretary in any fiscal year, and the amount 
shall be increased in a fiscal year by the 
amount by which all States' limitations 
under paragraph (2) of this subsection and 

section 2008 for a fiscal year exceeded the 
sum of the Federal payments under such 
provisons of law for such fiscal year, but for 
fiscal years after 1997, such amount at the 
end of such fiscal year shall not exceed 
$400,000,000.". 

(e) CONFORMING AMENDMENTS.-
(1) Section 1115(b)(2)(A) (42 U.S.C. 

1315(b)(2)(A)) is amended by striking ", and 
402(a)(19) (relating to the work incentive pro
gram)". 

(2) Section 1108 (42 U.S.C. 1308) is amend
ed-

(A) in subsection (a), by striking "or, in 
the case of part A of title IV, section 403(k)"; 
and 

(B) in subsection (d), by striking "(exclu
sive of any amounts on account of services 
and items to which, in the case of part A of 
such title, section 403(k) applies)". 

(3) Section 1902(a)(10)(A)(i)(I) ( 42 U .S.C. 
1396a(a)(19)(A)(i)(I)) is amended-

(A) by striking "402(a)(37), 406(h), or"; and 
(B) by striking "482(e)(6)" and inserting 

"486(f)". 
(4) Section 1928(a)(l) (42 U.S.C. 1396s(a)(l)) 

is amended by striking "482(e)(6)" and insert
ing "486(f)". 

(f) INTENT OF THE CONGRESS.-The Congress 
intends for State activities under section 484 
of the Social Security Act (as added by the 
amendrhent made by section 9301(a) of this 
Act) to emphasize the use of the funds that 
would otherwise be used to provide individ
uals with assistance under part A of title IV 
of the Social Security Act and with food 
stamp benefits under the Food Stamp Act of 
1977, to subsidize the wages of such individ
uals in temporary jobs. 

(g) SENSE OF THE CONGRESS.-lt is the sense 
of the Congress that States should target in
dividuals who have not attained 25 years of 
age for participation in the program estab
lished by the State under part F of title IV 
of the Social Security Act (as added by the 
amendment made by section 9301(a) of this 
section) in order to break the cycle of wel
fare dependency. 
SEC. 9302. REGULATIONS. 

The Secretary of Health and Human Serv
ices shall prescribe such regulations as may 
be necessary to implement the amendments 
made by this subtitle. 
SEC. 9303. APPLICABILITY TO STATES. 

(a) STATE OPTION TO ACCELERATE APPLICA
BILITY.-If a State formally notifies the Sec
retary of Health and Human Services that 
the State desires to accelerate the applica
bility to the State of the amendments made 
by this subtitle, the amendments shall apply 
to the State on and after such earlier date as 
the State may select. 

(b) STATE OPTION TO DELAY APPLICABILITY 
UNTIL WAIVERS EXPIRE.-The amendments 
made by this subtitle shall not apply to a 
State with respect to which there is in effect 
a waiver issued under section 1115 of the So
cial Security Act for the State program es
tablished under part F of title IV of such 
Act, until the waiver expires, if the State 
formally notifies the Secretary of Health and 
Human Services that the State desires to so 
delay such effective date. 

(C) AUTHORITY OF THE SECRETARY OF 
HEALTH AND HUMAN SERVICES TO DELAY AP
PLICABILITY TO A STATE.-If a State formally 
notifies the Secretary of Health and Human 
Services that the State desires to delay the 
applicability to the State of the amendments 
made by this title, the amendments shall 
apply to the State on and after any later 
date agreed upon by the Secretary and the 
State. 
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Subtitle D-Family Responsibility And 
Improved Child Support Enforcement 

CHAPTER 1-ELIGIBILITY AND OTHER 
MATTERS CONCERNING TITLE IV-D 
PROGRAM CLIENTS 

SEC. 9401. STATE OBLIGATION TO PROVIDE PA· 
TERNITY ESTABLISHMENT AND 
CHILD SUPPORT ENFORCEMENT 
SERVICES. 

(a) STATE LAW REQUIREMENTS.-Section 
466(a) (42 U.S.C. 666(a)) is amended by insert
ing after paragraph (11) the following: 

"(12) USE OF CENTRAL CASE REGISTRY AND 
CENTRALIZED COLLECTIONS UNIT.-Procedures 
under which-

"(A) every child support order established 
or modified in the State on or after October 
1, 1998, is recorded in the central case reg
istry established in accordance with section 
454A(e); and 

"(B) child support payments are collected 
through the centralized collections unit es
tablished in accordance with section 454B

"(i) on and after October 1, 1998, under each 
order subject to wage withholding under sec
tion 466(b); and 

"(ii) on and after October 1, 1999, under 
each other order required to be recorded in 
such central case registry under this para
graph or section 454A(e), except as provided 
in subparagraph (C); and 

"(C)(i) parties subject to a child support 
order described in subparagraph (B)(ii) may 
opt out of the procedure for payment of sup
port through the centralized collections unit 
(but not the procedure for inclusion in the 
central case registry) by filing with the 
State agency a written agreement, signed by 
both parties, to an alternative payment pro
cedure; and 

"(ii) an agreement described in clause (i) 
becomes void whenever either party advises 
the State agency of an intent to vacate the 
agreement.". 

(b) STATE PLAN REQUIREMENTS.-Section 
454 (42 U.S.C. 654) is amended-

(1) by striking paragraph (4) and inserting 
the following: 

"(4) provide that such State will under
take-

"(A) to provide appropriate services under 
this part to--

"(i) each child with respect to whom an as
signment is effective under section 
403(b)(l)(E)(i), 471(a)(l 7), or 1912 (except in 
cases where the State agency determines, in 
accordance with paragraph (25), that it is 
against the best interests of the child to do 
so); and 

"(ii) each child not described in clause (i}-
"(l) with respect to whom an individual ap

plies for such services; and 
"(II) (on and after October 1, 1998) each 

child with respect to whom a support order 
is recorded in the central State case registry 
established under section 454A, regardless of 
whether application is made for services 
under this part; and 

"(B) to enforce the support obligation es
tablished with respect to the custodial par
ent of a child described in subparagraph (A) 
unless the parties to the order which estab
lishes the support obligation have opted, in 
accordance with section 466(a)(12)(C), for an 
alternative payment procedure."; and 

(2) in paragraph (6}--
(A) by striking subparagraph (A) and in

serting the following: 
"(A) services under the State plan shall be 

made available to nonresidents on the same 
terms as to residents;"; 

(B) in subparagraph (B}--
(i) by inserting "on individuals not receiv

ing assistance under part A" after "such 
services shall be imposed"; and 

(ii) by inserting " but no fees or costs shall 
be imposed on any absent or custodial parent 
or other individual for inclusion in the 
central State registry maintained pursuant 
to section 454A(e)" ; and 

(C) in each of subparagraphs (B), (C), and 
(D}--

(i ) by indenting such subparagraph and 
aligning its left margin with the left margin 
of subparagraph (A); and 

(ii) by striking the final comma and insert
ing a semicolon. 

(C) CONFORMING AMENDMENTS.-
(1) Section 452(g)(2)(A) (42 U.S.C. 

652(g)(2)(A)) is amended by striking "454(6)" 
each place it appears and inserting 
"454(4)(A)(ii)". 

(2) Section 454(23) (42 U.S.C. 654(23)) is 
amended, effective October 1, 1998, by strik
ing "information as to any application fees 
for such services and". 

(3) Section 466(a)(3)(B) (42 U.S.C. 
666(a)(3)(B)) is amended by striking "in the 
case of overdue support which a State has 
agreed to collect under section 454(6)" and 
inserting "in any other case". 

(4) Section 466(e) (42 U.S.C. 666(e)) is 
amended by striking "or (6)". 
SEC. 9402. DISTRIBUTION OF PAYMENTS. 

(a) DISTRIBUTIONS THROUGH STATE CHILD 
SUPPORT ENFORCEMENT AGENCY TO FORMER 
ASSISTANCE RECIPIENTS.-Section 454(5) (42 
U.S.C. 654(5)) is amended-

(1) in subparagraph (A}--
(A) by striking section 402(a)(26) is effec

tive," and inserting "section 403(b)(l)(E)(i) is 
effective, except as otherwise specifically 
provided in section 464 or 466(a)(3),"; and 

(B) by striking "except that" and all that 
follows through the semicolon; and 

(2) in subparagraph (B), by striking ", ex
cept" and all that follows through "medical 
assistance''. 

(b) DISTRIBUTION TO A FAMILY CURRENTLY 
RECEIVING TEMPORARY EMPLOYMENT ASSIST
ANCE.-Section 457 (42 U.S .C. 657) is amend
ed-

(1) by striking subsection (a) and redesig
nating subsection (b) as subsection (a); 

(2) in subsection (a) (as so redesignated}-
(A) in the matter preceding paragraph (2), 

to read as follows: 
"(a) IN THE CASE OF A FAMILY RECEIVING 

TEA.-Amounts collected under this part 
during any month as support of a child who 
is receiving assistance under part A (or a 
parent or caretaker relative of such a child) 
shall (except in the case of a State exercising 
the option under subsection (b)) be distrib
uted as follows : 

"(1) an amount equal to the amount that 
will be disregarded pursuant to section 
402(d)(2)(C) shall be taken from each of-

"(A) the amounts received in a month 
which represent payments for that month; 
and 

"(B) the amounts received in a month 
which represent payments for a prior month 
which were made by the absent parent in 
that prior month; 
and shall be paid to the family without af
fecting its eligibility for assistance or de
creasing any amount otherwise payable as 
assistance to such family during such 
month;"; 

(B) in paragraph (4), by striking "or (B)" 
and all that follows through the period and 
inserting " ; then (B) from any remainder, 
amounts equal to arrearages of such support 
obligations assigned, pursuant to part A, to 
any other State or States shall be paid to 
such other State or States and used to pay 
any such arrearages (with appropriate reim
bursement of the Federal Government to the 

extent of its participation in the financing); 
and then (C) any remainder shall be paid to 
the family."; and 

(3) by inserting after subsection (a) (as so 
redesignated) the following new subsection: 

"(b) ALTERNATIVE DISTRIBUTION IN CASE OF 
FAMILY RECEIVING TEA.-In the case of a 
State electing the option under this sub
section, amounts collected as described in 
subsection (a) shall be distributed as follows: 

"(1) an amount equal to the amount that 
will be disregarded pursuant to section 
402(d)(2)(C) shall be taken from each of

"(A) the amounts received in a month 
which represent payments for that month; 
and 

"(B) the amounts received in a month 
which represent payments for a prior month 
which were made by the absent parent in 
that prior month; 
and shall be paid to the family without af
fecting its eligibility for assistance or de
creasing any amount otherwise payable as 
assistance to such family during such 
month; 

"(2) second, from any remainder, amounts 
equal to the balance of support owed for the 
current month shall be paid to the family; 

"(3) third, from any remainder, amounts 
equal to arrearages of such support obliga
tions assigned, pursuant to part A, to the 
State making the collection shall be re
tained and used by such State to pay any 
such arrearages (with appropriate reimburse
ment of the Federal Government to the ex
tent of its participation in the financing); 

"(4) fourth , from any remainder, amounts 
equal to arrearages of such support obliga
tions assigned, pursuant to part A, to any 
other State or States shall be paid to such 
other State or States and used to pay any 
such arrearages (with appropriate reimburse
ment of the Federal Government to the ex
tent of its participation in the financing); 
and 

"(5) fifth, any remainder shall be paid to 
the family.". 

(C) DISTRIBUTION TO A FAMILY NOT RECEIV
ING TEA.-Section 457(c) (42 U.S.C. 657(c)) is 
amended to read as follows: 

"(c) DISTRIBUTIONS IN CASE OF FAMILY NOT 
RECEIVING TEA.-Amounts collected by a 
State agency under this part during any 
month as support of a child who is not re
ceiving assistance under part A (or of a par
ent or caretaker relative of such a child) 
shall (subject to the remaining provisions of 
this section) be distributed as follows: 

"(1) first, amounts equal to the total of 
such support owed for such month shall be 
paid to the family; 

"(2) second, from any remainder, amounts 
equal to arrearages of such support obliga
tions for months during which such child did 
not receive assistance under part A shall be 
paid to the family; 

"(3) third, from any remainder, amounts 
equal to arrearages of such support obliga
tions assigned to the State making the col
lection pursuant to part A shall be retained 
and used by such State to pay any such ar
rearages (with appropriate reimbursement of 
the Federal Government to the extent of its 
participation in the financing); and 

"(4) fourth, from any remainder, amounts 
equal to arrearages of such support obliga
tions assigned to any other State pursuant 
to part A shall be paid to such other State or 
States, and used to pay such arrearages, in 
the order in which such arrearages accrued 
(with appropriate reimbursement of the Fed
eral Government to the extent of its partici
pation in the financing).". 

(d) DISTRIBUTION TO A CHILD RECEIVING AS
SISTANCE UNDER TITLE IV-E.-Section 457(d) 
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(42 U.S.C. 657(d)) is amended, in the matter 
preceding paragraph (1), by striking "Not
withstanding the preceding provisions of this 
section, amounts" and inserting the follow
ing: 

" (d) DISTRIBUTIONS IN CASE OF A CHILD RE
CEIVING ASSISTANCE UNDER TITLE IV-E.
Amounts" . 

(e) REGULATIONS.-The Secretary of Health 
and Human Services shall promulgate regu
lations under part A of title IV of the Social 
Security Act, establishing standards applica
ble to States electing the alternative for
mula under section 457(b) of such Act for dis
tribution of collections on behalf of families 
receiving temporary employment assistance, 
designed to minimize irregular monthly pay
ments to such families. 

(f) CLERICAL AMENDMENTS.-Section 454 (42 
U.S.C. 654) is amended-

(1) in paragraph (11)-
(A) by striking " (11)" and inserting 

"(ll)(A)" ; and 
(B) by inserting after the semicolon "and"; 

and 
(2) by redesignating paragraph (12) as sub

paragraph (B) of paragraph (11). 
(g) EFFECTIVE DATES.-
(1) IN GENERAL.-Execpt as otherwise pro

vided in this subsection, the amendments 
made by this section shall become effective 
on October 1, 1996. · 

(2) FAMILY NOT RECEIVING TEA.-The 
amendment made by subsection (c) shall be
come effective on October 1, 1999. 

(3) SPECIAL RULES.-
(A) APPLICABILITY.-A State may elect to 

have the amendments made by any sub
section of this section become effective only 
with respect to child support cases beginning 
on or after the effective date of such sub
section. 

(B) DELAYED IMPLEMENTATION.- A State 
may elect to have the amendments made by 
this section (other than subsection (c)) be
come effective on a date later than October 
1, 1996, which date shall coincide with the op
eration of the single statewide automated 
data processing and information retrieval 
system required by section 454A of the Social 
Security Act (as added by section 9415(a)(2) 
of this Act) and the State centralized collec
tion unit required by section 454B of the So
cial Security Act (as added by section 9422(b) 
of this Act). 
SEC. 9403. DUE PROCESS RIGHTS. 

(a) IN GENERAL.-Section 454 (42 u.s.c. 654), 
as amended by section 9402(f) of this Act, is 
amended by inserting after paragraph (11) 
the following new paragraph: 

" (12) provide for procedures to ensure 
that-

"(A) individuals who are applying for or re
ceiving services under this part, or are par
ties to cases in which services are being pro
vided under this part-

"(i) receive notice of all proceedings in 
which support obligations might be estab
lished or modified; and 

"(ii) receive a copy of any order establish
ing or modifying a child support obligation, 
or (in the case of a petition for modification) 
a notice of determination that there should 
be no change in the amount of the child sup
port award, within 14 days after issuance of 
such order or determination; 

"(B) individuals applying for or receiving 
services under this part have access to a fair 
hearing that meets standards established by 
the Secretary and ensures prompt consider
ation and resolution of complaints (but the 
resort to such procedure shall not stay the 
enforcement of any support order); and 

"(C) individuals adversely affected by the 
establishment or modification of (or, in the 

case of a petition for modification, the deter
mination that there should be no change in) 
a child support order shall be afforded not 
less than 30 days after the receipt of the 
order or determination to initiate proceed
ings to challenge such order or determina
tion;". 

(b) EFFECTIVE DATE.- The amendment 
made by subsection (a) shall become effec
tive on October 1, 1997. 
SEC. 9404. PRIVACY SAFEGUARDS. 

(a) STATE PLAN REQUIREMENT.-Section 454 
(42 U.S.C. 454) is amended-

(1) by striking "and" at the end of para
graph (23); 

(2) by striking the period at the end of 
paragraph (24) and inserting" ; and"; and 

(3) by adding after paragraph (24) the fol
lowing: 

" (25) will have in effect safeguards applica
ble to all sensitive and confidential informa
tion handled by the State agency designed to 
protect the privacy rights of the parties, in
cluding-

"(A) safeguards against unauthorized use 
or disclosure of information relating to pro
ceedings or actions to establish paternity, or 
to establish or enforce support; 

"(B) prohibitions on the release of informa
tion on the whereabouts of one party to an
other party against whom a protective order 
with respect to the former party has been en
tered; and 

"(C) prohibitions on the release of informa
tion on the whereabouts of one party to an
other party if the State has reason to believe 
that the release of the information may re
sult in physical or emotional harm to the 
former party. ''. 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) shall become effec
tive on October 1, 1997. , 
CHAPTER 2-PROGRAM ADMINISTRATION 

AND FUNDING 
SEC. 9411. FEDERAL MATCHING PAYMENTS. 

(a) INCREASED BASE MATCHING RATE.-Sec
tion 455(a)(2) (42 U.S.C. 655(a)(2)) is amended 
to read as follows: 

" (2) The applicable percent for a quarter 
for purposes of paragraph (l)(A) is-

"(A) for fiscal year 1997, 69 percent, 
" (B) for fiscal year 1998, 72 percent, and 
" (C) for fiscal year 1999 and succeeding fis-

cal years, 75 percent." . 
(b) MAINTENANCE OF EFFORT.- Section 455 

(42 U.S.C. 655) is amended-
(1) in subsection (a)(l), in the matter pre

ceding subparagraph (A), by striking " From" 
and inserting " Subject to subsection (c), 
from" ; and 

(2) by inserting after subsection (b) the fol
lowing new subsection: 

"(c) MAINTENANCE OF EFFORT.-Notwith
standing the provisions of subsection (a), 
total expenditures for the State program 
under this part for fiscal year 1997 and each 
succeeding fiscal year, reduced by the per
centage specified for such fiscal year under 
subsection (a)(2)(A), (B), or (C)(i), shall not 
be less than such total expenditures for fis
cal year 1996, reduced by 66 percent. ". 
SEC. 9412. PERFORMANCE-BASED INCENTIVES 

AND PENALTIES. 
(a) INCENTIVE ADJUSTMENTS TO FEDERAL 

MATCHING RATE.-Section 458 (42 u.s .c. 658) 
is amended to read as follows: 
" INCENTIVE ADJUSTMENTS TO MATCHING RATE 
"SEC. 458. (a) INCENTIVE ADJUSTMENT.- (1) 

IN GENERAL.-In order to encourage and re
ward State child support enforcement pro
grams which perform in an effective manner, 
the Federal matching rate for payments to a 
State under section 455(a)(l)(A), for each fis-

cal year beginning on or after October 1, 
1998, shall be increased by a factor reflecting 
the sum of the applicable incentive adjust
ments (if any) determined in accordance 
with regulations under this section with re
spect to Statewide paternity establishment 
and to overall performance in child support 
enforcement. 

"(2) STANDARDS.-(A) IN GENERAL.-The 
Secretary shall specify in regulations-

"(i) the levels of accomplishment, and 
rates of improvement as alternatives to such 
levels, which States must attain to qualify 
for incentive adjustments under this section; 
and 

"(ii) the amounts of incentive adjustment 
that shall be awarded to States achieving 
specified accomplishment or improvement 
levels, which amounts shall be graduated, 
ranging up to-

"(I) 5 percentage points, in connection 
with Statewide paternity establishment; and 

"(II) 10 percentage points, in connection 
with overall performance in child support 
enforcement. 

"(B) LIMITATION.-In setting performance 
standards pursuant to subparagraph (A)(i) 
and adjustment amounts pursuant to sub
paragraph (A)(ii), the Secretary shall ensure 
that the aggregate number of percentage 
point increases as incentive adjustments to 
all States do not exceed such aggregate in
creases as assumed by the Secretary in esti
mates of the cost of this section as of June 
1995, unless the aggregate performance of all 
States exceeds the projected aggregate per
formance of all States in such cost esti
mates. 

"(3) DETERMINATION OF INCENTIVE ADJUST
MENT.-The Secretary shall determine the 
amount (if any) of incentive adjustment due 
each State on the basis of the dat&. submit
ted by the State pursuant to section 
454(15)(B) concerning the levels of accom
plishment (and rates of improvement) with 
respect to performance indicators specified 
by the Secretary pursuant to this section. 

"(4) FISCAL YEAR SUBJECT TO INCENTIVE 
ADJUSTMENT.-The total percentage point in
crease determined pursuant to this section 
with respect to a State program in a fiscal 
year shall apply as an adjustment to the ap
plicable percent under section 455(a)(2) for 
payments to such State for the succeeding 
fiscal year. 

"(5) RECYCLING OF INCENTIVE ADJUST
MENT.-A State shall expend in the State 
program under this part all funds paid to the 
State by the Federal Government as a result 
of an incentive adjustment under this sec
tion. 

"(b) MEANING OF TERMS.-For purposes of 
this section-

"(l) the term 'Statewide paternity estab
lishment percentage' means, with respect to 
a fiscal year, the ratio (expressed as a per
centage) of-

"(A) the total number of out-of-wedlock 
children in the State under one year of age 
for whom paternity is established or ac
knowledged during the fiscal year, to 

"(B) the total number of children born out 
of wedlock in the State during such fiscal 
year; and 

"(2) the term 'overall performance in child 
support enforcement' means a measure or 
measures of the effectiveness of the State 
agency in a fiscal year which takes into ac
count factors including-

" (A) the percentage of cases requiring a 
child support order in which such an order 
was established; 

"(B) the percentage of cases in which child 
support is being paid; 
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"(C) the ratio of child support collected to 

child support due; and 
"(D) the cost-effectiveness of the State 

program, as determined in accordance with 
standards established by the Secretary in 
regulations.' '. 

(b) ADJUSTMENT OF PAYMENTS UNDER PART 
D OF TITLE IV.-Section 455(a)(2) (42 u.s.c. 
655(a)(2)), as amended by section 9411(a) of 
this Act, is amended-

(1) by striking the period at the end of sub
paragraph (C)(ii) and inserting a comma; and 

(2) by adding after and below subparagraph 
(C), flush with the left margin of the sub
section, the following: 
"increased by the incentive adjustment fac
tor (if any) determined by the Secretary pur
suant to section 458.". 

(c) CONFORMING AMENDMENTS.-Section 
454(22) (42 U.S.C. 654(22)) is amended-

(!) by striking "incentive payments" the 
first place it appears and inserting "incen
tive adjustments" ; and 

(2) by striking "any such incentive pay
ments made to the State for such period" 
and inserting " any increases in Federal pay
ments to the State resulting from such in
centive adjustments". 

(d) CALCULATION OF IV-D PATERNITY ES
TABLISHMENT PERCENTAGE.-(!) Section 
452(g)(l) (42 U.S.C. 652(g)(l)) is amended in 
the matter preceding subparagraph (A) by in
serting "its overall performance in child sup
port enforcement is satisfactory (as defined 
in section 458(b) and regulations of the Sec
retary), and" after " 1994,". 

(2) Section 452(g)(2) (42 U.S.C. 652(g)(2)) is 
amended-

(A) in subparagraph (A), in the matter pre
ceding clause (i)-

(i) by striking " paternity establishment 
percentage" and inserting "IV-D paternity 
establishment percentage"; and 

(ii) by striking "(or all States, as the case 
may be)"; 

(B) in subparagraph (A)(i), by striking 
" during the fiscal year"; 

(C) in subparagraph (A)(ii)(l), by striking 
" as of the end of the fiscal year" and insert
ing "in the fiscal year or, at the option of 
the State, as of the end of such year" ; 

(D) in subparagraph (A)(ii)(ll), by striking 
"or (E) as of the end of the fiscal year" and 
inserting " in the fiscal year or, at the option 
of the State, as of the end of such year" ; 

(E) in subparagraph (A)(iii)-
(i) by striking "during the fiscal year" ; 

and 
(ii) by striking " and" at the end; and 
(F) in the matter following subparagraph 

(A)-
(i) by striking " who were born out of wed

lock during the immediately preceding fiscal 
year" and inserting " born out of wedlock" ; 

(ii ) by striking "such preceding fiscal 
year" both places it appears and inserting 
" the preceding fiscal year" ; and 

(iii) by striking " or (E)" the second place 
it appears. 

(3) Section 452(g)(3) (42 U.S.C. 652(g)(3)) is 
amended-

(A) by striking subparagraph (A) and redes
ignating subparagraphs (B) and (C) as sub
paragraphs (A) and (B), respectively; 

(B) in subparagraph (A), as redesignated, 
by striking "the percentage of children born 
out-of-wedlock in the State" and inserting 
" the percentage of children in the State who 
are born out of wedlock or for whom support 
has not been established" ; and 

(C) in subparagraph (B), as redesignated
(i) by inserting " and overall performance 

in child support enforcement" after " pater
nity establishment percentages" ; and 

(ii) by tnserting "and securing support" be
fore the period. 

(e) REDUCTION OF PAYMENTS UNDER PART D 
OF TITLE IV.-

(1) NEW REQUIREMENTS.-Section 455 (42 
U.S.C. 655) is amended by inserting after sub
section (b) the following: 

"(c)(l) If the Secretary finds, with respect 
to a State program under this part in a fiscal 
year beginning on or after October 1, 1997-

"(A)(i) on the basis of data submitted by a 
State pursuant to section 454(15)(B), that the 
State program in such fiscal year failed to 
achieve the IV-D paternity establishment 
percentage (as defined in section 452(g)(2)(A)) 
or the appropriate level of overall perform
ance in child support enforcement (as de
fined in section 458(b)(2)), or to meet other 
performance measures that may be estab
lished by the Secretary, or 

"(ii) on the basis of an audit or audits of 
such State data conducted pursuant to sec
tion 452(a)(4)(C), that the State data submit
ted pursuant to section 454(15)(B) is incom
plete or unreliable; and 

"(B) that, with respect to the succeeding 
fiscal year-

"(1) the State failed to take sufficient cor
rective action to achieve the appropriate 
performance levels as described in subpara
graph (A)(i) of this paragraph, or 

"(ii) the data submitted by the State pur
suant to section 454(15)(B) is incomplete or 
unreliable, 
the amounts otherwise payable to the State 
under this part for quarters following the 
end of such succeeding fiscal year, prior to 
quarters following the end of the first quar
ter throughout which the State program is 
in compliance with such performance re
quirement, shall be reduced by the percent
age specified in paragraph (2). 

"(2) The reductions required under para
graph (1) shall be-

"(A) not less than 6 nor more than 8 per
cent, or 

"(B) not less than 8 nor more than 12 per
cent, if the finding is the second consecutive 
finding made pursuant to paragraph (1), or 

"(C) not less than 12 nor more than 15 per
cent, if the finding is the third or a subse
quent consecutive such finding. 

"(3) For purposes of this subsection, sec
tion 405(d), and section 452(a)(4), a State 
which is determined as a result of an audit 
to have submitted incomplete or unreliable 
data pursuant to section 454(15)(B), shall be 
determined to have submitted adequate data 
if the Secretary determines that the extent 
of the incompleteness or unreliability of the 
data is of a technical nature which does not 
adversely affect the determination of the 
level of the State's performance.". 

(2) CONFORMING AMENDMENTS.-
(A) Section 452(a)(4) (42 U.S.C. 652(a)(4)) is 

amended by striking "403(h)" each place 
such term appears and inserting "455(c)". 

(B) Subsections (d)(3)(A), (g)(l), and 
(g)(3)(A) of section 452 (42 U.S.C. 652) are each 
amended by striking " 403(h)" and inserting 
"455(c)". 

(f) EFFECTIVE DATES.-
(!) INCENTIVE ADJUSTMENTS.-(A) The 

amendments made by subsections (a), (b), 
and (c) shall become effective October l, 1997, 
except to the extent provided in subpara
graph (B). 

(B) Section 458 of the Social Security Act, 
as in effect prior to the enactment of this 
section, shall be effective for purposes of in
centive payments to States for fiscal years 
prior to fiscal year 1999. 

(2) PENALTY REDUCTIONS.-(A) The amend
ments made by subsection (d) shall become 

effective with respect to calendar quarters 
beginning on and after the date of enactment 
of this Act. 

(B) The amendments made by subsection 
(e) shall become effective with respect to cal
endar quarters beginning on and after the 
date one year after the date of enactment of 
this Act. 
SEC. 9413. FEDERAL AND STATE REVIEWS AND 

AUDITS. 
(a) STATE AGENCY ACTIVITIES.-Section 454 

(42 U.S.C. 654) is amended-
(!) in paragraph (14), by striking " (14)" and 

inserting "(14)(A)"; 
(2) by redesignating paragraph (15) as sub

paragraph (B) of paragraph (14); and 
(3) by inserting after paragraph (14) the fol

lowing new paragraph: 
"(15) provide for-
"(A) a process for annual reviews of and re

ports to the Secretary on the State program 
under this part, which shall include such in
formation as may be necessary to measure 
State compliance with Federal requirements 
for expedited procedures and timely case 
processing, using such standards and proce
dures as are required by the Secretary, under 
which the State agency will determine the 
extent to which such program is in conform
ity with applicable requirements with re
spect to the operation of State programs 
under this part (including the status of com
plaints filed under the procedure required 
under paragraph (12)(B)); and 

"(B) a process of extracting from the State 
automated data processing system and 
transmitting to the Secretary data and cal
culations concerning the levels of accom
plishment (and rates of improvement) with 
respect to applicable performance indicators 
(including IV-D paternity establishment per
centages and overall performance in child 
support enforcement) to the extent nec
essary for purposes of sections 452(g) and 
458.". 

(b) FEDERAL ACTIVITIES.-Section 452(a)(4) 
(42 U.S.C. 652(a)(4)) is amended to read as fol
lows: 

"(4)(A) review data and calculations trans
mitted by State agencies pursuant to section 
454(15)(B) on State program accomplish
ments with respect to performance indica
tors for purposes of section 452(g) and 458, 
and determine the amount (if any) of penalty 
reductions pursuant to section 455(c) to be 
applied to the State; 

"(B) review annual reports by State agen
cies pursuant to section 454(15)(A) on State 
program conformity with Federal require
ments; evaluate any elements of a State pro
gram in which significant deficiencies are in
dicated by such report on the status of com
plaints under the State procedure under sec
tion 454(12)(B); and, as appropriate, provide 
to the State agency comments, recommenda
tions for additional or alternative corrective 
actions, and technical assistance; and 

"(C) conduct audits, in accordance with 
the government auditing standards of the 
United States Comptroller General-

"(i) at least once every 3 years (or more 
frequently, in the case of a State which fails 
to meet requirements of this part, or of regu
lations implementing such requirements, 
concerning performance standards and reli
ability of program data) to assess the com
pleteness, reliability, and security of the 
data, and the accuracy of the reporting sys
tems, used for the calculations of perform
ance indicators specified in subsection (g) 
and section 458; 

" (ii) of the adequacy of financial manage
ment of the State program, including assess
ments of-
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"(I) whether Federal and other funds made 

available to carry out the State program 
under this part are being appropriately ex
pended, and are properly and fully accounted 
for; and 

"(II) whether collections and disburse
ments of support payments and program in
come are carried out correctly and are prop
erly and fully accounted for; and 

"(iii) for such other purposes as the Sec
retary may find necessary;". 

(C) EFFECTIVE DATE.-The amendments 
made by this section shall be effective with 
respect to calendar quarters beginning on or 
after the date one year after enactment of 
this section. 
SEC. 9414. REQUIRED REPORTING PROCEDURES. 

(a) ESTABLISHMENT.-Section 452(a)(5) (42 
U.S.C. 652(a)(5)) is amended by inserting ", 
and establish procedures to be followed by 
States for collecting and reporting informa
tion required to be provided under this part, 
and establish uniform definitions (including 
those necessary to enable the measurement 
of State compliance with the requirements 
of this part relating to expedited processes 
and timely case processing) to be applied in 
following such procedures" before the semi
colon. 

(b) STATE PLAN REQUIREMENT.-Section 454 
(42 U.S.C. 654), as amended by section 9404(a) 
of this Act, is amended-

(1) by striking "and" at the end of para
graph (24); 

(2) by striking the period at the end of 
paragraph (25) and inserting"; and"; and 

(3) by adding after paragraph (25) the fol
lowing: 

"(26) provide that the State shall use the 
definitions established under section 452(a)(5) 
in collecting and reporting information as 
required under this part.". 
SEC. 9415. AUTOMATED DATA PROCESSING RE· 

QUIREME:NTS. 
(a) REVISED REQUIREMENTS.-(!) Section 

454(16) (42 U.S.C. 654(16)) is amended-
(A) by striking ", at the option of the 

State,"; 
(B) by inserting "and operation by the 

State agency" after "for the establishment"; 
(C) by inserting "meeting the requirements 

of section 454A" after "information retrieval 
system"; 

(D) by striking "in the State and localities 
thereof, so as (A)" and inserting "so as"; 

(E) by striking "(i)"; and 
(F) by striking "(including" and all that 

follows and inserting a semicolon. 
(2) Part D of title IV (42 U.S.C. 651-009) is 

amended by inserting after section 454 the 
following new section: 

"AUTOMATED DATA PROCESSING 
"SEC. 454A. (a) IN GENERAL.-In order to 

meet the requirements of this section, for 
purposes of the requirement of section 
454(16), a State agency shall have in oper
ation a single statewide automated data 
processing and information retrieval system 
which has the capability to perform the 
tasks specified in this section, and performs 
such tasks with the frequency and in the 
manner specified in this part or in regula
tions or guidelines of the Secretary. 

"(b) PROGRAM MANAGEMENT.-The auto
mated system required under this section 
shall perform such functions as the Sec
retary may specify relating to management 
of the program under this part, including-

"(!) controlling and accounting for use of 
Federal, State, and local funds to carry out 
such program; and 

"(2) maintaining the data necessary to 
meet Federal reporting requirements on a 
timely basis. 

"(c) CALCULATION OF PERFORMANCE INDICA
TORS.-In order to enable the Secretary to 
determine the incentive and penalty adjust
ments required by sections 452(g) and 458, the 
State agency shall-

"(1) use the automated system-
"(A) to maintain the requisite data on 

State performance with respect to paternity 
establishment and child support enforcement 
in the State; and 

"(B) to calculate the IV-D paternity estab
lishment percentage and overall performance 
in child support enforcement for the State 
for each fiscal year; and 

"(2) have in place systems controls to en
sure the completeness, and reliability of, and 
ready access to, the data described in para
graph (l)(A), and the accuracy of the calcula
tions described in paragraph (l)(B). 

"(d) INFORMATION INTEGRITY AND SECU
RITY.-The State agency shall have in effect 
safeguards on the integrity, accuracy, and 
completeness of, access to, and use of data in 
the automated system required under this 
section, which shall include the following (in 
addition to such other safeguards as the Sec
retary specifies in regulations): 

"(1) POLICIES RESTRICTING ACCESS.-Written 
policies concerning access to data by State 
agency personnel, and sharing of data with 
other persons, which-

"(A) permit access to and use of data only 
to the extent necessary to carry out program 
responsibilities; 

"(B) specify the data which may be used 
for particular program purposes, and the per
sonnel permitted access to such data; and 

"(C) ensure that data obtained or disclosed 
for a limited program purpose is not used or 
redisclosed for another, impermissible pur
pose. 

"(2) SYSTEMS CONTROLS.-Systems controls 
(such as passwords or blocking of fields) to 
ensure strict adherence to the policies speci
fied under paragraph (1). 

"(3) MONITORING OF ACCESS.-Routine mon
itoring of access to and use of the automated 
system, through methods such as audit trails 
and feedback mechanisms, to guard against 
and promptly identify unauthorized access 
or use. 

"(4) TRAINING AND INFORMATION.-The 
State agency shall have in effect procedures 
to ensure that all personnel (including State 
and local agency staff and contractors) who 
may have access to or be required to use sen
sitive or confidential program data are fully 
informed of applicable requirements and pen
alties, and are adequately trained in security 
procedures. 

"(5) PENALTIES.-The State agency shall 
have in effect administrative penalties (up to 
and including dismissal from employment) 
for unauthorized access to, or disclosure or 
use of, confidential data.". 

(3) REGULATIONS.-Section 452 (42 u.s.c. 
652) is amended by adding at the end the fol
lowing: 

"(j) The Secretary shall prescribe final reg
ulations for implementation of the require
ments of section 454A not later than 2 years 
after the date of the enactment of this sub
section.''. 

(4) IMPLEMENTATION TIMETABLE.-Section 
454(24) (42 U.S.C. 654(24)), as amended by sec
tions 9404(a)(2) and 9414(b)(l) of this Act, is 
amended to read as follows: 

"(24) provide that the State will have in ef
fect an automated data processing and infor
mation retrieval system-

"(A) by October 1, 1995, meeting all re
quirements of this part which were enacted 
on or before the date of enactment of the 
Family Support Act of 1988; and 

"(B) by October 1, 1999, meeting all re
quirements of this part enacted on or before 
the date of enactment of the Omnibus Budg
et Reconciliation Act of 1995 (but this provi
sion shall not be construed to alter earlier 
deadlines specified for elements of such sys
tem), except that such deadline shall be ex
tended by 1 day for each day (if any) by 
which the Secretary fails to meet the dead
line imposed by section 452(j) of this Act;". 

(b) SPECIAL FEDERAL MATCHING RATE FOR 
DEVELOPMENT COSTS OF AUTOMATED SYS
TEMS.-Section 455(a) (42 U.S.C. 655(a)) is 
amended-

(1) in paragraph (l)(B}-
(A) by striking "90 percent" and inserting 

"the percent specified in paragraph (3)"; 
(B) by striking "so much or•; and 
(C) by striking "which the Secretary" and 

all that follows and inserting ", and"; and 
(2) by adding at the end the following new 

paragraph: 
"(3)(A) The Secretary shall pay to each 

State, for each quarter in fiscal year 1996, 90 
percent of so much of State expenditures de
scribed in subparagraph (l)(B) as the Sec
retary finds are for a system meeting the re
quirements specified in section 454(16), or 
meeting such requirements without regard 
to clause (D) thereof. 

"(B)(i) The Secretary shall pay to each 
State, for each quarter in fiscal years 1997 
through 2001, the percentage specified in 
clause (ii) of so much of State expenditures 
described in subparagraph (l)(B) as the Sec
retary finds are for a system meeting the re
quirements specified in section 454(16) and 
454A, subject to clause (iii). 

"(ii) The percentage specified in this 
clause, for purposes of clause (i), is the high
er of-

"(I) 80 percent, or 
"(II) the percentage otherwise applicable 

to Federal payments to the State under sub
paragraph (A) (as adjusted pursuant to sec
tion 458).". 

(c) CONFORMING AMENDMENT.-Section 
123(c) of the Family Support Act of 1988 (102 
Stat. 2352; Public Law 100-485) is repealed. 

(d) ADDITIONAL PROVISIONS.-For addi
tional provisions of section 454A, as added by 
subsection (a) of this section, see the amend
ments made by sections 9421, 9422(c), and 
9433(d) of this Act. 
SEC. 9416. DIRECTOR OF CSE PROGRAM; STAFF

ING STUDY. 
(a) REPORTING TO SECRETARY.-Section 

452(a) (42 U.S.C. 652(a)) is amended in the 
matter preceding paragraph (1) by striking 
"directly". 

(b) STAFFING STUDIES.-
(1) SCOPE.-The Secretary of Health and 

Human Services shall, directly or by con
tract, conduct studies of the staffing of each 
State child support enforcement program 
under part D of title IV of the Social Secu
rity Act. Such studies shall include a review 
of the staffing needs created by requirements 
for automated data processing, maintenance 
of a central case registry and centralized col
lections of child support, and of changes in 
these needs resulting from changes in such 
requirements. Such studies shall examine 
and report on effective staffing practices 
used by the States and on recommended 
staffing procedures. 

(2) FREQUENCY OF STUDIES.-The Secretary 
shall complete the first staffing study re
quired under paragraph (1) by October 1, 1997, 
and may conduct additional studies subse
quently at appropriate intervals. 

(3) REPORT TO THE CONGRESS.-The Sec
retary shall submit a report to the Congress 
stating the findings and conclusions of each 
study conducted under this subsection. 
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SEC. 9417. FUNDING FOR SECRETARIAL ASSIST· 

ANCE TO STATE PROGRAMS. 
Section 452 (42 U.S.C. 652), as amended by 

section 9415(a)(3) of this Act, is amended by 
adding at the end the following new sub
section: 

"(k) FUNDING FOR FEDERAL ACTIVITIES AS
SISTING STATE PROGRAMS.-(!) There shall be 
available to the Secretary, from amounts ap
propriated for fiscal year 1996 and each suc
ceeding fiscal year for payments to States 
under this part, the amount specified in 
paragraph (2) for the costs to the Secretary 
for-

"(A) information dissemination and tech
nical assistance to States, training of State 
and Federal staff, staffing studies, and relat
ed activities needed to improve programs 
(including technical assistance concerning 
State automated systems); 

"(B) research, demonstration, and special 
projects of regional or national significance 
relating to the operation of State programs 
under this part; and 

"(C) operation of the Federal Parent Loca
tor Service under section 453, to the extent 
such costs are not recovered through user 
fees. 

"(2) The amount specified in this para
graph for a fiscal year is the amount equal to 
a percentage of the reduction in Federal pay
ments to States under part A on account of 
child support (including arrearages) col
lected in the preceding fiscal year on behalf 
of children receiving assistance under State 
plans approved under part A in such preced
ing fiscal year (as determined on the basis of 
the most recent reliable data available to 
the Secretary as of the end of the third cal
endar quarter following the end of such pre
ceding fiscal year), equal to-

"(A) 1 percent, for the activities specified 
in subparagraphs (A) and (B) of paragraph 
(1); and 

"(B) 2 percent, for the activities specified 
in subparagraph (C) of paragraph (1).". 
SEC. 9418. REPORTS AND DATA COLLECTION BY 

THE SECRETARY. 
(a) ANNUAL REPORT TO CONGRESS.-(!) Sec

tion 452(a)(10)(A) (42 U.S.C. 652(a)(10)(A)) is 
amended-

(A) by striking "this part;" and inserting 
"this part, including-"; and 

(B) by adding at the end the following in
dented clauses: 

"(i) the total amount of child support pay
ments collected as a result of services fur
nished during such fiscal year to individuals 
receiving services under this part; 

"(ii) the cost to the States and to the Fed
eral Government of furnishing such services 
to those individuals; and 

"(iii) the number of cases involving fami
lies-

"(I) who became ineligible for assistance 
under a State plan approved under part A 
during a month in such fiscal year; and 

"(II) with respect to whom a child support 
payment was received in the same month;". 

(2) Section 452(a)(10)(C) (42 U.S.C. 
652(a)(10)(C)) is amended-

(A) in the matter preceding clause (i}-
(i) by striking "with the data required 

under each clause being separately stated for 
cases" and inserting "separately stated for 
(1) cases" ; 

(ii) by striking "cases where the child was 
formerly receiving" and inserting "or for
merly received"; 

(iii) by inserting "or 1912" after 
"47l(a)(l 7)"; and 

(iv) by inserting "(2)" before "all other"; 
(B) in each of clauses (i) and (ii), by strik

ing ", and the total amount of such obliga
tions"; 

(C) in clause (iii), by striking "described 
in" and all that follows and inserting "in 
which support was collected during the fiscal 
year;"; 

(D) by striking clause (iv); and 
(E) by redesignating clause (v) as clause 

(vii), and inserting after clause (iii) the fol
lowing new clauses: 

"(iv) the total amount of support collected 
during such fiscal year and distributed as 
current support; 

"(v) the total amount of support collected 
during such fiscal year and distributed as ar
rearages; 

"(vi) the total amount of support due and 
unpaid for all fiscal years; and". 

(3) Section 452(a)(10)(G) (42 U.S.C. 
652(a)(10)(G)) is amended by striking "on the 
use of Federal courts and". 

(4) Section 452(a)(10) (42 U.S.C. 652(a)(10)) is 
amended by striking all that follows sub
paragraph (1). 

(b) DATA COLLECTION AND REPORTING.-Sec
tion 469 (42 U.S.C. 669) is amended-

(!) by striking subsections (a) and (b) and 
inserting the following: 

"(a) The Secretary shall collect and main
tain, on a fiscal year basis, up-to-date statis
tics, by State, with respect to services to es
tablish paternity and services to establish 
child support obligations, the data specified 
in subsection (b), separately stated, in the 
case of each such service, with respect to-

"(1) families (or dependent children) re
ceiving assistance under State plans ap
proved under part A (or E); and 

"(2) families not receiving such assistance. 
"(b) The data referred to in subsection (a) 

are-
"(1) the number of cases in the caseload of 

the State agency administering the plan 
under this part in which such service is need
ed; and 

"(2) the number of such cases in which the 
service has been provided."; and 

(2) in subsection (c), by striking "(a)(2)" 
and inserting "(b)(2)". 

(C) EFFECTIVE DATE.-The amendments 
made by this section shall be effective with 
respect to fiscal year 1996 and succeeding fis
cal years. 

CHAPTER 3-LOCATE AND CASE 
TRACKING 

SEC. 9421. CENTRAL STATE AND CASE REGISTRY. 
Section 454A, as added by section 9415(a)(2) 

of this Act, is amended by adding at the end 
the following: 

"(e) CENTRAL CASE REGISTRY.-(!) IN GEN
ERAL.-The automated system required 
under this section shall perform the func
tions, in accordance with the provisions of 
this subsection, of a single central registry 
containing records with respect to each case 
in which services are being provided by the 
State agency (including, on and after Octo
ber 1, 1998, each order specified in section 
466(a)(12)), using such standardized data ele
ments (such as names, social security num
bers or other uniform identification num
bers, dates of birth, and case identification 
numbers), and containing such other infor
mation (such as information on case status) 
as the Secretary may require. 

"(2) p A YMENT RECORDS.-Each case record 
in the central registry shall include a record 
of-

"(A) the amount of monthly (or other peri
odic) support owed under the support order, 
and other amounts due or overdue (including 
arrears, interest or late payment penalties, 
and fees); 

"(B) the date on which or circumstances 
under which the support obligation will ter
minate under such order; 

"(C) all child support and related amounts 
collected (including such amounts as fees, 
late payment penalties, and interest on ar
rearages); 

"(D) the distribution of such amounts col
lected; and 

"(E) the birth date of the child for whom 
the child support order is entered. 

"(3) UPDATING AND MONITORING.-The State 
agency shall promptly establish and main
tain, and regularly monitor, case records in 
the registry required by this subsection, on 
the basis of-

"(A) information on administrative actions 
and administrative and judicial proceedings 
and orders relating to paternity and support; 

"(B) information obtained from matches 
with Federal, State, or local data sources; 

"(C) information on support collections 
and distributions; and 

"(D) any other relevant information. 
"(O DATA MATCHES AND OTHER DISCLO

SURES OF lNFORMATION.-The automated sys
tem required under this section shall have 
the capacity, and be used by the State agen
cy, to extract data at such times, and in such 
standardized format or formats, as may be 
required by the Secretary, and to share and 
match data with, and receive data from, 
other data bases and data matching services, 
in order to obtain (or provide) information 
necessary to enable the State agency (or 
Secretary or other State or Federal agen
cies) to carry out responsibilities under this 
part. Data matching activities of the State 
agency shall include at least the following: 

"(l) DATA BANK OF CHILD SUPPORT OR
DERS.-Furnish to the Data Bank of Child 
Support Orders established under section 
453(h) (and update as necessary, with infor
mation including notice of expiration of or
ders) minimal information (to be specified by 
the Secretary) on each child support case in 
the central case registry. 

"(2) FEDERAL PARENT LOCATOR SERVICE.
Exchange data with the Federal Parent Lo
cator Service for the purposes specified in 
section 453. 

"(3) TEMPORARY EMPLOYMENT ASSISTANCE 
PROGRAM AND MEDICAID AGENCIES.-Exchange 
data with State agencies (of the State and of 
other States) administering the programs 
under part A and title XIX, as necessary for 
the performance of State agency responsibil
ities under this part and under such pro
grams. 

"(4) INTRA- AND INTERSTATE DATA 
MATCHES.-Exchange data with other agen
cies of the State, agencies of other States, 
and interstate information networks, as nec
essary and appropriate to carry out (or assist 
other States to carry out) the purposes of 
this part.". 
SEC. 9422. CENTRALIZED COLLECTION AND DIS· 

BURSEMENT OF SUPPORT PAY· 
MENTS. 

(a) STATE PLAN REQUIREMENT.-Section 454 
(42 U.S.C. 654), as amended by sections 9404(a) 
and 9414(b) of this Act, is amended-

(!) by striking "and" at the end of para
graph (25); 

(2) by striking the period at the end of 
paragraph (26) and inserting"; and"; and 

(3) by adding after paragraph (26) the fol
lowing new paragraph: 

"(27) provide that the State agency, on and 
after October l, 1998-

"(A) will operate a centralized, automated 
unit for the collection and disbursement of 
child support under orders being enforced 
under this part, in accordance with section 
454B; and 

"(B) will have sufficient State staff (con
sisting of State employees), and (at State op
tion) contractors reporting directly to the 
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State agency to monitor and enforce support 
collections through such centralized unit, in
cluding carrying out the automated data 
processing responsibilities specified in sec
tion 454A(g) and to impose, as appropriate in 
particular cases, the administrative enforce
ment remedies specified in section 
466(c)(l).". 

(b) ESTABLISHMENT OF CENTRALIZED COL
LECTION UNIT.-Part D of title IV (42 u.s.c. 
651--669) is amended by adding after section 
454A the following new section: 
"CENTRALIZED COLLECTION AND DISBURSEMENT 

OF SUPPORT PAYMENTS 
"SEC. 454B. (a) IN GENERAL.-In order to 

meet the requirement of section 454(27), the 
State agency must operate a single central
ized, automated unit for the collection and 
disbursement of support payments, coordi
nated with the automated data system re
quired under section 454A, in accordance 
with the provisions of this section, which 
shall be-

"(1) operated directly by the State agency 
(or by two or more State agencies under a re
gional cooperative agreement), or by a single 
contractor responsible directly to the State 
agency; and 

"(2) used for the collection and disburse
ment (including interstate collection and 
disbursement) of payments under support or
ders in all cases being enforced by the State 
pursuant to section 454(4). 

"(b) REQUIRED PROCEDURES.-The central
ized collections unit shall use automated 
procedures, electronic processes, and com
puter-driven technology to the maximum ex
tent feasible, efficient, and economical, for 
the collection and disbursement of support 
payments, including procedures---

"(l) for receipt of payments from parents, 
employers, and other States, and for dis
bursements to custodial parents and other 
obligees, the State agency, and the State 
agencies of other States; 

"(2) for accurate identification of pay
ments; 

"(3) to ensure prompt disbursement of the 
custodial parent's share of any payment; and 

"(4) to furnish to either parent, upon re
quest, timely information on the current 
status of support payments.". 

(C) USE OF AUTOMATED SYSTEM.-Section 
454A, as added by section 9415(a)(2) of this 
Act and as amended by section 9421 of this 
Act, is amended by adding at the end the fol
lowing new subsection: 

"(g) CENTRALIZED COLLECTION AND DIS
TRIBUTION OF SUPPORT PAYMENTS.-The auto
mated system required under this section 
shall be used, to the maximum extent fea
sible, to assist and facilitate collections and 
disbursement of support payments through 
the centralized collections unit operated 
pursuant to section 454B, through the per
formance of functions including at a mini
mum-

"(l) generation of orders and notices to 
employers (and other debtors) for the with
holding of wages (and other income)-

"(A) within two working days after receipt 
(from the directory of New Hires established 
under section 453(i) or any other source) of 
notice of and the income source subject to 
such withholding; and 

"(B) using uniform formats directed by the 
Secretary; 

"(2) ongoing monitoring to promptly iden
tify failures to make timely payment; and 

"(3) automatic use of enforcement mecha
nisms (including mechanisms authorized 
pursuant to section 466(c)) where payments 
are not timely made.". 

(d) EFFECTIVE DATE.-The amendments 
made by this section shall become effective 
on October 1, 1998. 
SEC. 9423. AMENDMENTS CONCERNING INCOME 

WITHHOLDING. 
(a) MANDATORY INCOME WITHHOLDING.-(1) 

Section 466(a)(l) (42 U.S.C. 666(a)(l)) is 
amended to read as follows: 

"(l) INCOME WITHHOLDING.-(A) UNDER OR
DERS ENFORCED UNDER THE STATE PLAN.-Pro
cedures described in subsection (b) for the 
withholding from income of amounts pay
able as support in cases subject to enforce
ment under the State plan. 

"(B) UNDER CERTAIN ORDERS PREDATING 
CHANGE IN REQUIREMENT.-Procedures under 
which all child support orders issued (or 
modified) before October 1, 1996, and which 
are not otherwise subject to withholding 
under subsection (b), shall become subject to 
withholding from wages as provided in sub
section (b) if arrearages occur, without the 
need for a judicial or administrative hear
ing.". 

(2) Section 466(a)(8) (42 U.S.C. 666(a)(8)) is 
repealed. 

(3) Section 466(b) (42 U.S.C. 666(b)) is 
amended-

(A) in the matter preceding paragraph (1), 
by striking "subsection (a)(l)" and inserting 
"subsection (a)(l)(A)"; 

(B) in paragraph (5), by striking all that 
follows "administered by" and inserting 
"the State through the centralized collec
tions unit established pursuant to section 
454B, in accordance with the requirements of 
such section 454B."; 

(C) in paragraph (6)(A)(i)---
(i) by inserting ", in accordance with time

tables established by the Secretary," after 
"must be required"; and 

(ii) by striking "to the appropriate agen
cy" and all that follows and inserting "to 
the State centralized collections unit within 
5 working days after the date such amount 
would (but for this subsection) have been 
paid or credited to the employee, for dis
tribution in accordance with this part."; 

(D) in paragraph (6)(A)(ii), by inserting "be 
in a standard format prescribed by the Sec
retary, and" after "shall"; and 

(E) in paragraph (6)(D)---
(1) by striking "employer who discharges" 

and inserting "employer who--(A) dis
charges"; 

(ii) by relocating subparagraph (A), as des
ignated, as an indented subparagraph after 
and below the introductory matter; 

(iii) by striking the period at the end; and 
(iv) by adding after and below subpara

graph (A) the following new subparagraph: 
"(B) fails to withhold support from wages, 

or to pay such amounts to the State central
ized collections unit in accordance with this 
subsection.". 

(b) CONFORMING AMENDMENT.-Section 
466(c) (42 U.S.C. 666(c)) is repealed. 

(C) DEFINITION OF TERMS.-The Secretary 
shall promulgate regulations providing defi
nitions, for purposes of part D of title IV of 
the Social Security Act, for the term "in
come" and for such other terms relating to 
income withholding under section 466(b) of 
such Act as the Secretary may find it nec
essary or advisable to define. 
SEC. 9424. LOCATOR INFORMATION FROM INTER

STATE NETWORKS. 
Section 466(a) (42 U.S.C. 666(a)), as amended 

by section 9423(a)(2) of this Act, is amended 
by inserting after paragraph (7) the follow
ing: 

"(8) LOCATOR INFORMATION FROM INTER
STATE NETWORKS.-Procedures ensuring that 
the State will neither provide funding for, 

nor use for any purpose (including any pur
pose unrelated to the purposes of this part), 
any automated interstate network or system 
used to locate individuals---

"(A) for purposes relating to the use of 
motor vehicles; or 

"(B) providing information for law enforce
ment purposes (where child support enforce
ment agencies are otherwise allowed access 
by State and Federal law), 
unless all Federal and State agencies admin
istering programs under this part (including 
the entities established under section 453) 
have access to information in such system or 
network to the same extent as any other 
user of such system or network.". 
SEC. 9425. EXPANDED FEDERAL PARENT LOCA· 

TOR SERVICE. 
(a) EXPANDED AUTHORITY TO LOCATE INDI

VIDUALS AND ASSETS.-Section 453 (42 u.s.c. 
653) is amended-

(1) in subsection (a), by striking all that 
follows "subsection (c))" and inserting the 
following: 
", for the purpose of establishing parentage, 
establishing, setting the amount of, modify
ing, or enforcing child support obligations---

"(l) information on, or facilitating the dis
covery of, the location of any individual

"(A) who is under an obligation to pay 
child support; 

"CB) against whom such an obligation is 
sought; or 

"(C) to whom such an obligation is owed, 
including such individual's social security 
number (or numbers), most recent residen
tial address, and the name, address, and em
ployer identification number of such individ
ual's employer; and 

"(2) information on the individual's wages 
(or other income) from, and benefits of, em
ployment (including rights to or enrollment 
in group health care coverage); and 

"(3) information on the type, status, loca
tion, and amount of any assets of, or debts 
owed by or to, any such individual."; and 

(2) in subsection (b)---
(A) in the matter preceding paragraph (1), 

by striking "social security" and all that 
follows through "absent parent" and insert
ing "information specified in subsection 
(a)"; and 

(B) in paragraph (2), by inserting before the 
period ", or from any consumer reporting 
agency (as defined in section 603(f) of the 
Fair Credit Reporting Act (15 U.S.C. 
168la(f))"; 

(3) in subsection (e)(l), by inserting before 
the period ", or by consumer reporting agen
cies". 

(b) REIMBURSEMENT FOR DATA FROM FED
ERAL AGENCIES.-Section 453(e)(2) (42 u.s.c. 
653(e)(2)) is amended in the fourth sentence 
by inserting before the period "in an amount 
which the Secretary determines to be rea
sonable payment for the data exchange 
(which amount shall not include payment for 
the costs of obtaining, compiling, or main
taining the data)". 

(c) ACCESS TO CONSUMER REPORTS UNDER 
FAIR CREDIT REPORTING ACT.-(1) Section 608 
of the Fair Credit Reporting Act (15 U.S.C. 
168lf) is amended-

(A) by striking ", limited to" and inserting 
"to a governmental agency (including the 
entire consumer report, in the case of a Fed
eral, State, or local agency administering a 
program under part D of title IV of the So
cial Security Act, and limited to"; and 

(B) by striking "employment, to a govern
mental agency" and inserting "employment, 
in the case of any other governmental agen
cy)". 

(2) REIMBURSEMENT FOR REPORTS BY STATE 
AGENCIES AND CREDIT BUREAUS.-Section 453 

.! 
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(42 U.S.C. 653) is amended by adding at the 
end the following new subsection: 

"(g) The Secretary is authorized to reim
burse costs to State agencies and consumer 
credit reporting agencies the costs incurred 
by such entities in furnishing information 
requested by the Secretary pursuant to this 
section in an amount which the Secretary 
determines to be reasonable payment for the 
data exchange (which amount shall not in
clude payment for the costs of obtaining, 
compiling, or maintaining the data).". 

(d) DISCLOSURE OF TAX RETURN INFORMA
TION.-(!) Section 6103(1)(6)(A)(ii) of the In
ternal Revenue Code of 1986 is amended by 
striking ", but only if' and all that follows 
and inserting a period. 

(2) Section 6103(1)(8)(A) of the Internal Rev
enue Code of 1986 is amended by inserting 
"Federal," before "State or local". 

(e) TECHNICAL AMENDMENTS.-
(!) Sections 452(a)(9), 453(a), 453(b), 463(a), 

and 463(e) (42 U.S.C. 652(a)(9), 653(a), 653(b), 
663(a), and 663(e)) are each amended by in
serting "Federal" before "Parent" each 
place it appears. 

(2) Section 453 (42 U.S.C. 653) is amended in 
the heading by adding "FEDERAL" before 
"PARENT". 

(f) NEW COMPONENTS.-Section 453 (42 
U.S.C. 653), as amended by subsection (c)(2) 
of this section, is amended by adding at the 
end the following: 

"(h) DATA BANK OF CHILD SUPPORT OR
DERS.-

"(1) IN GENERAL.-Not later than October 1, 
1998, In order to assist States in administer
ing their State plans under this part and 
parts A, F, and G, and for the other purposes 
specified in this section, the Secretary shall 
establish and maintain in the Federal Parent 
Locator Service an automated registry to be 
known as the Data Bank of Child Support 
Orders, which shall contain abstracts of 
child support orders and other information 
described in paragraph (2) on each case in 
each State central case registry maintained 
pursuant to section 454A(e), as furnished 
(and regularly updated), pursuant to section 
454A(f), by State agencies administering pro
grams under this part. 

"(2) CASE INFORMATION.-The information 
referred to in paragraph (1), as specified by 
the Secretary, shall include sufficient infor
mation (including names, social security 
numbers or other uniform identification 
numbers, and State case identification num
bers) to identify the individuals who owe or 
are owed support (or with respect to or on 
behalf of whom support obligations are 
sought to be established), and the State or 
States which have established or modified, 
or are enforcing or seeking to establish, such 
an order. 

"(i) DIRECTORY OF NEW H!RES.-
"(l) IN GENERAL.-Not later than October 1, 

1998, In order to assist States in administer
ing their State plans under this part and 
parts A, F, and G, and for the other purposes 
specified in this section, the Secretary shall 
establish and maintain in the Federal Parent 
Locator Service an automated directory to 
be known as the directory of New Hires, con
taining-

"(A) information supplied by employers on 
each newly hired individual, in accordance 
with paragraph (2); and 

"(B) information supplied by State agen
cies administering State unemployment 
compensation laws, in accordance with para
graph (3). 

"(2) EMPLOYER INFORMATION.-
"(A) INFORMATION REQUIRED.-Subject to 

subparagraph (D), each employer shall fur-

nish to the Secretary, for inclusion in the di
rectory established under this subsection, 
not later than 10 days after the date (on or 
after October 1, 1998) on which the employer 
hires a new employee (as defined in subpara
graph (C)), a report containing the name, 
date of birth, and social security number of 
such employee, and the employer identifica
tion number of the employer. 

"(B) REPORTING METHOD AND FORMAT.-The 
Secretary shall provide for transmission of 
the reports required under subparagraph (A) 
using formats and methods which minimize 
the burden on employers, which shall in
clude-

"(i) automated or electronic transmission 
of such reports; 

"(ii) transmission by regular mail; and 
"(iii) transmission of a copy of the form re

quired for purposes of compliance with sec
tion 3402 of the Internal Revenue Code of 
1986. 

"(C) EMPLOYEE DEFINED.-For purposes of 
this paragraph, the term 'employee' means 
any individual subject to the requirement of 
section 3402(f)(2) of the Internal Revenue 
Code of 1986. 

"(D) PAPERWORK REDUCTION REQUIRE
MENT.-As required by the information re
sources management policies published by 
the Director of the Office of Management 
and Budget pursuant to section 3504(b)(l) of 
title 44, United States Code, the Secretary, 
in order to minimize the cost and reporting 
burden on employers, shall not require re
porting pursuant to this paragraph if an al
ternative reporting mechanism can be devel
oped that either relies on existing Federal or 
State reporting or enables the Secretary to 
collect the needed information in a more 
cost-effective and equally expeditious man
ner, taking into account the reporting costs 
on employers. 

"(E) CIVIL MONEY PENALTY ON NONCOMPLY
ING EMPLOYERS.-(i) Any employer that fails 
to make a timely report in accordance with 
this paragraph with respect to an individual 
shall be subject to a civil money penalty, for 
each calendar year in which the failure oc
curs, of the lesser of $500 or 1 percent of the 
wages or other compensation paid by such 
employer to such individual during such cal
endar year. 

"(ii) Subject to clause (iii), the provisions 
of section 1128A (other than subsections (a) 
and (b) thereof) shall apply to a civil money 
penalty under clause (i) in the same manner 
as they apply to a civil money penalty or 
proceeding under section 1128A(a). 

"(iii) Any employer with respect to whom 
a penalty under this subparagraph is upheld 
after an administrative hearing shall be lia
ble to pay all costs of the Secretary with re
spect to such hearing. 

"(3) EMPLOYMENT SECURITY INFORMATION.
"(A) REPORTING REQUIREMENT.-Each State 

agency administering a State unemployment 
compensation law approved by the Secretary 
of Labor under the Federal Unemployment 
Tax Act shall furnish to the Secretary of 
Health and Human Services extracts of the 
reports to the Secretary of Labor concerning 
the wages and unemployment compensation 
paid to individuals required under section 
303(a)(6), in accordance with subparagraph 
(B). 

"(B) MANNER OF COMPLIANCE.-The extracts 
required under subparagraph (A) shall be fur
nished to the Secretary of Heal th and 
Human Services on a quarterly basis, with 
respect to calendar quarters beginning on 
and after October 1, 1996, by such dates, in 
such format, and containing such informa
tion as required by that Secretary in regula
tions. 

"(j) DATA MATCHES AND OTHER DISCLO
SURES.-

"(l) VERIFICATION BY SOCIAL SECURITY AD
MINISTRATION.-(A) The Secretary shall 
transmit data on individuals and employers 
maintained under this section to the Social 
Security Administration to the extent nec
essary for verification in accordance with 
subparagraph (B). 

"(B) The Social Security Administration 
shall verify the accuracy of, correct or sup
ply to the extent necessary and feasible, and 
report to the Secretary, the following infor
mation in data supplied by the Secretary 
pursuant to subparagraph (A): 

"(i) the name, social security number, and 
birth date of each individual; and 

"(ii) the employer identification number of 
each employer. 

"(2) CHILD SUPPORT LOCATOR MATCHES.-For 
the purpose of locating individuals for pur
poses of paternity establishment and estab
lishment and enforcement of child support, 
the Secretary shall- . 

"(A) match data in the directory of New 
Hires against the child support order ab
stracts in the Data Bank of Child Support 
Orders not less often than every 2 working 
days; and 

"(B) report information obtained from 
such a match to concerned State agencies 
operating programs under this part not later 
than 2 working days after such match. 

"(3) DATA MATCHES AND DISCLOSURES OF 
DATA IN ALL REGISTRIES FOR TITLE IV PRO
GRAM PURPOSES.-The Secretary shall-

"(A) perform matches of data in each com
ponent of the Federal Parent Locator Serv
ice maintained under this section against 
data in each other such component (other 
than the matches required pursuant to para
graph (1)), and report information resulting 
from such matches to State agencies operat
ing programs under this part and parts A, F, 
and G; and 

"(B) disclose data in such registries to 
such State agencies, 
to the extent, and with the frequency, that 
the Secretary determines to be effective in 
assisting such States to carry out their re
sponsibilities under such programs. 

"(k) FEES.-
"(l) FOR SSA VERIFICATION.-The Secretary 

shall reimburse the Commissioner of Social 
Security, at a rate negotiated between the 
Secretary and the Commissioner, the costs 
incurred by the Commissioner in performing 
the verification services specified in sub
section (j). 

"(2) FOR INFORMATION FROM SESAS.-The 
Secretary shall reimburse costs incurred by 
State employment security agencies in fur
nishing data as required by subsection (j)(3), 
at rates which the Secretary determines to 
be reasonable (which rates shall not include 
payment for the costs of obtaining, compil
ing, or maintaining such data). 

"(3) FOR INFORMATION FURNISHED TO STATE 
AND FEDERAL AGENCIES.-State and Federal 
agencies receiving data or information from 
the Secretary pursuant to this section shall 
reimburse the costs incurred by the Sec
retary in furnishing such data or informa
tion, at rates which the Secretary deter
mines to be reasonable (which rates shall in
clude payment for the costs of obtaining, 
verifying, maintaining, and matching such 
data or information). 

"(l) RESTRICTION ON DISCLOSURE AND USE.
Data in the Federal Parent Locator Service, 
and information resulting from matches 
using such data, shall not be used or dis
closed except as specifically provided in this 
section. 
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"(m) RETENTION OF DATA.-Data in the 

Federal Parent Locator Service, and data re
sulting from matches performed pursuant to 
this section, shall be retained for such period 
(determined by the Secretary) as appropriate 
for the data uses specified in this section. 

"(n) INFORMATION INTEGRITY AND SECU
RITY .-The Secretary shall establish and im
plement safeguards with respect to the enti
ties established under this section designed 
to-

"(1) ensure the accuracy and completeness 
of information in the Federal Parent Locator 
Service; and 

"(2) restrict access to confidential infor
mation in the Federal Parent Locator Serv
ice to authorized persons, and restrict use of 
such information to authorized purposes. 

"(o) LIMIT ON LIABILITY.-The Secretary 
shall not be liable to either a State or an in
dividual for inaccurate information provided 
to a component of the Federal Parent Loca
tor Service section and disclosed by the Sec
retary in accordance with this section.". 

(g) CONFORMING AMENDMENTS.-
(!) TO PART D OF TITLE IV OF THE SOCIAL SE

CURITY ACT.-Section 454(8)(B) (42 u.s.c. 
654(8)(B)) is amended to read as follows: 

"(B) the Federal Parent Locator Service 
established under section 453;". 

(2) TO FEDERAL UNEMPLOYMENT TAX ACT.
Section 3304(16) of the Internal Revenue Code 
of 1986 is amended-

(A) by striking "Secretary of Health, Edu
cation, and Welfare" each place such term 
appears and inserting "Secretary of Health 
and Human Services"; 

(B) in subparagraph (B), by striking "such 
information" and all that follows and insert
ing "information furnished under subpara
graph (A) or (B) is used only for the purposes 
authorized under such subparagraph;"; 

(C) by striking "and" at the end of sub
paragraph (A); 

(D) by redesignating subparagraph (B) as 
subparagraph (C); and 

(E) by inserting after subparagraph (A) the 
following new subparagraph: 

"(B) wage and unemployment compensa
tion information contained in the records of 
such agency shall be furnished to the Sec
retary of Health and Human Services (in ac
cordance with regulations promulgated by 
such Secretary) as necessary for the pur
poses of the directory of New Hires estab
lished under section 453(i) of the Social Secu
rity Act, and". 

(3) TO STATE GRANT PROGRAM UNDER TITLE 
III OF THE SOCIAL SECURITY ACT.-Section 
303(a) (42 U.S.C. 503(a)) is amended-

(A) by striking "and" at the end of para
graph (8); 

(B) by striking the period at the end of 
paragraph (9) and inserting"; and"; and 

(C) by adding after paragraph (9) the fol
lowing new paragraph: 

"(10) The making of quarterly electronic 
reports, at such dates, in such format, and 
containing such information, as required by 
the Secretary of Health and Human Services 
under section 453(i)(3), and compliance with 
such provisions as such Secretary may find 
necessary to ensure the correctness and ver
ification of such reports.". 
SEC. 9426. USE OF SOCIAL SECURI1Y NUMBERS. 

(a) STATE LAW REQUIREMENT.-Section 
466(a) (42 U.S.C. 666(a)), as amended by sec
tion 9401(a) of this Act, is amended by insert
ing after paragraph (12) the following: 

"(13) SOCIAL SECURITY NUMBERS REQUIRED.
Procedures requiring the recording of social 
security numbers-

"(A) of both parties on marriage licenses 
and divorce decrees; and 

"(B) of both parents, on birth records and 
child support and paternity orders.". 

(b) CLARIFICATION OF FEDERAL POLICY.
Section 205(c)(2)(C)(ii) (42 U.S.C. 
405(c)(2)(C)(ii)) is amended by striking the 
third sentence and inserting "This clause 
shall not be considered to authorize disclo
sure of such numbers except as provided in 
the preceding sentence.". 

CHAPTER 4-STREAMLINING AND 
UNIFORMITY OF PROCEDURES 

SEC. 9431. ADOPl'ION OF UNIFORM STATE LAWS. 
Section 466(a) (42 U.S.C. 666(a)), as amended 

by sections 940l(a) and 9426(a) of this Act, is 
amended inserting after paragraph (13) the 
following: 

"(14) INTERSTATE ENFORCEMENT.-(A) ADOP
TION OF UIFSA.-Procedures under which the 
State adopts in its entirety (with the modi
fications and additions specified in this para
graph) not later than January l, 1997, and 
uses on and after such date, the Uniform 
Interstate Family Support Act, as approved 
by the National Conference of Commis
sioners on Uniform State Laws in August, 
1992. 

"(B) ExPANDED APPLICATION OF UIFSA.-The 
State law adopted pursuant to subparagraph 
(A) shall be applied to any case-

"(i) involving an order established or modi
fied in one State and for which a subsequent 
modification is sought in another State; or 

"(ii) in which interstate activity is re
quired to enforce an order. 

"(C) JURISDICTION TO MODIFY ORDERS.-The 
State law adopted pursuant to subparagraph 
(A) of this paragraph shall contain the fol

. lowing provision in lieu of section 611(a)(l) of 
the Uniform Interstate Family Support Act 
described in such subparagraph (A): 

"'(1) the following requirements are met: 
"'(i) the child, the individual obligee, and 

the obligor- ' 
"'(I) do not reside in the issuing State; and 
"'(II) either reside in this State or are sub

ject to the jurisdiction of this State pursu
ant to section 201; and 

"'(ii) (in any case where another State is 
exercising or seeks to exercise jurisdiction 
to modify the order) the conditions of sec
tion 204 are met to the same extent as re
quired for proceedings to establish orders; 
or'. 

"(D) SERVICE OF PROCESS.-The State law 
adopted pursuant to subparagraph (A) shall 
recognize as valid, for purposes of any pro
ceeding subject to such State law, service of 
process upon persons in the State (and proof 
of such service) by any means acceptable in 
another State which is the initiating or re
sponding State in such proceeding. 

"(E) COOPERATION BY EMPLOYERS.-The 
State law adopted pursuant to subparagraph 
(A) shall provide for the use of procedures 
(including sanctions for noncompliance) 
under which all entities in the State (includ
ing for-profit, nonprofit, and governmental 
employers) are required to provide promptly, 
in response to a request by the State agency 
of that or any other State administering a 
program under this part, information on the 
employment, compensation, and benefits of 
any individual employed by such entity as 
an employee or contractor.". 
SEC. 9432. IMPROVEMENTS TO FULL FAITH AND 

CREDIT FOR CHILD SUPPORT OR· 
DERS. 

Section 1738B of title 28, United States 
Code, is amended-

(1) in subsection (a)(2), by striking "sub
section (e)" and inserting "subsections (e), 
(0, and (i)"; 

(2) in subsection (b), by inserting after the 
2nd undesignated paragraph the following: 

"'child's home State' means the State in 
which a child lived with a parent or a person 
acting as parent for at least six consecutive 
months immediately preceding the time of 
filing of a petition or comparable pleading 
for support and, if a child is less than six 
months old, the State in which the child 
lived from birth with any of them. A period 
of temporary absence of any of them is 
counted as part of the six-month period."; 

(3) in subsection (c), by inserting "by a 
court of a State" before "is made"; 

(4) in subsection (c)(l), by inserting "and 
subsections (e), (f), and (g)" after "located"; 

(5) in subsection (d)-
(A) by inserting "individual" before "con

testant"; and 
(B) by striking "subsection (e)" and insert

ing "subsections (e) and (f)"; 
(6) in subsection (e), by striking "make a 

modification of a child support order with re
spect to a child that is made" and inserting 
"modify a child support order issued"; 

(7) in subsection (e)(l), by inserting "pursu
ant to subsection (i)" before the semicolon; 

(8) in subsection (e)(2)-
(A) by inserting "individual" before "con

testant" each place such term appears; and 
(B) by striking "to that court's making the 

modification and assuming" and inserting 
"with the State of continuing, exclusive ju
risdiction for a court of another State to 
modify the order and assume"; 

(9) by redesignating subsections (f) and (g) 
as subsections (g) and (h), respectively; 

(10) by inserting after subsection (e) the 
following: 

"(f) RECOGNITION OF CHILD SUPPORT OR
DERS.-If one or more child support orders 
have been issued in this or another State 
with regard to an obligor and a child, a court 
shall apply the following rules in determin
ing which order to recognize for purposes of 
continuing, exclusive jurisdiction and en
forcement: 

"(1) If only one court has issued a child 
support order, the order of th.at court must 
be recognized. 

"(2) If two or more courts have issued child 
support orders for the same obligor and 
child, and only one of the courts would have 
continuing, exclusive jurisdiction under this 
section, the order of that court must be rec
ognized. 

"(3) Jr two or more courts have issued child 
support orders for the same obligor and 
child, and only one of the courts would have 
continuing, exclusive jurisdiction under this 
section, an order issued by a court in the 
current home State of the child must be rec
ognized, but if an order has not been issued 
in the current home State of the child, the 
order most recently issued must be recog
nized. 

"(4) If two or more courts have issued child 
support orders for the same obligor and 
child, and none of the courts would have con
tinuing, exclusive jurisdiction under this 
section, a court may issue a child support 
order, which must be recognized. 

"(5) The court that has issued an order rec
ognized under this subsection is the court 
having continuing, exclusive jurisdiction."; 

(11) in subsection (g) (as so redesignated)
(A) by striking "PRIOR" and inserting 

"MODIFIED"; and 
(B) by striking "subsection (e)" and insert

ing "subsections (e) and (f)"; 
(12) in subsection (h) (as so redesignated)
(A) in paragraph (2), by inserting "includ

ing the duration of current payments and 
other obligations of support" before the 
comma; and 

(B) in paragraph (3), by inserting "arrears 
under" after "enforce"; and 
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(13) by adding at the end the following: 
" (i) REGISTRATION FOR MODIFICATION.-If 

there is no individual contestant or child re
siding in the issuing State, the party or sup
port enforcement agency seeking to modify, 
or to modify and enforce, a child support 
order issued in another State shall register 
that order in a State with jurisdiction over 
the nonmovant for the purpose of modifica
tion.". 
SEC. 9433. STATE LAWS PROVIDING EXPEDITED 

PROCEDURES. 
(a) STATE LAW REQUIREMENTS.-Section 466 

(42 U.S.C. 666) is amended-
(1) in subsection (a)(2), in the first sen

tence, to read as follows: " Expedited admin
istrative and judicial procedures (including 
the procedures specified in subsection (c)) for 
establishing paternity and for establishing, 
modifying, and enforcing support obliga
tions."; and 

(2) by adding after subsection (b) the fol
lowing new subsection: 

"(c) EXPEDITED PROCEDURES.-The proce
dures specified in this subsection are the fol
lowing: 

"(l) ADMINISTRATIVE ACTION BY STATE 
AGENCY.-Procedures which give the State 
agency the authority (and recognize and en
force the authority of State agencies of 
other States), without the necessity of ob
taining an order from any other judicial or 
administrative tribunal (but subject to due 
process safeguards, including (as appro
priate) requirements for notice, opportunity 
to contest the action, and opportunity for an 
appeal on the record to an independent ad
ministrative or judicial tribunal), to take 
the following actions relating to establish
ment or enforcement of orders: 

" (A) GENETIC TESTING.-To order genetic 
testing for the purpose of paternity estab
lishment as provided in section 466(a)(5). 

"(B) DEFAULT ORDERS.-To enter a default 
order, upon a showing of service of process 
and any additional showing required by 
State law-

"(i) establishing paternity, in the case of 
any putative father who refuses to submit to 
genetic testing; and 

"(ii) establishing or modifying a support 
obligation, in the case of a parent (or other 
obligor or obligee) who fails to respond to 
notice to appear at a proceeding for such 
purpose. 

"(C) SUBPOENAS.-To subpoena any finan
cial or other information needed to estab
lish, modify, or enforce an order, and to 
sanction failure to respond to any such sub
poena. 

"(D) ACCESS TO PERSONAL AND FINANCIAL 
INFORMATION.-To obtain access, subject to 
safeguards on privacy and information secu
rity, to the following records (including 
automated access, in the case of records 
maintained in automated data bases): 

"(i) records of other State and local gov
ernment agencies, including-

"(!) vital statistics (including records of 
marriage, birth, and divorce); 

" (II) State and local tax and revenue 
records (including information on residence 
address, employer, income and assets); 

"(Ill) records concerning real and titled 
personal property; 

" (IV) records of occupational and profes-: 
sional licenses, and records concerning the 
ownership and control of corporations, part
nerships, and other business entities; 

"(V) employment security records; 
"(VI) records of agencies administering 

public assistance programs; 
"(VII) records of the motor vehicle depart

ment; and 

" (Vill) corrections records; and 
" (ii) certain records held by private enti

ties, including-
"(!) customer records of public utilities 

and cable television companies; and 
"(II) information (including information 

on assets and liabilities) on individuals who 
owe or are owed support (or against or with 
respect to whom a support obligation is 
sought) held by financial institutions (sub
ject to limitations on liability of such enti
ties arising from affording such access). 

" (E) INCOME WITHHOLDING.-To order in
come withholding in accordance with sub
section (a)(l) and (b) of section 466. 

"(F) CHANGE IN PAYEE.-(ln cases where 
support is subject to an assignment under 
section 403(b)(l)(E)(i), 47l(a)(l7), or 1912, or to 
a requirement to pay through the centralized 
collections unit under section 454B) upon 
providing notice to obligor and obligee, to 
direct the obligor or other payor to change 
the payee to the appropriate government en
tity. 

"(G) SECURE ASSETS TO SATISFY ARREAR
AGES.-For the purpose of securing overdue 
support-

"(i) to intercept and seize any periodic or 
lump-sum payment to the obligor by or 
through a State or local government agency, 
including-

"(!) unemployment compensation, work
ers' compensation, and other benefits; 

"(II) judgments and settlements in cases 
under the jurisdiction of the State or local 
government; and 

"(Ill) lottery winnings; 
"(ii) to attach and seize assets of the obli

gor held by financial institutions; 
"(iii) to attach public and private retire

ment funds in appropriate cases, as deter
mined by the Secretary; and 

"(iv) to impose liens in accordance with 
paragraph (a)(4) and, in appropriate cases, to 
force sale of property and distribution of pro
ceeds. 

"(H) INCREASE MONTHLY PAYMENTS.-For 
the purpose of securing overdue support, to 
increase the amount of monthly support pay
ments to include amounts for arrearages 
(subject to such conditions or restrictions as 
the State may provide). 

"(I) SUSPENSION OF DRIVERS' LICENSES.-To 
suspend drivers' licenses of individuals owing 
past-due support, in accordance with sub
section (a)(16). 

"(2) SUBSTANTIVE AND PROCEDURAL 
RULES.-The expedited procedures required 
under subsection (a)(2) shall include the fol
lowing rules and authority, applicable with 
respect to all proceedings to establish pater
nity or to establish, modify, or enforce sup
port orders: 

" (A) LOCATOR INFORMATION; PRESUMPTIONS 
CONCERNING NOTICE.-Procedures under 
which-

" (i) the parties to any paternity or child 
support proceedings are required (subject to 
privacy safeguards) to file with the tribunal 
before entry of an order, and to update asap
propriate, information on location and iden
tity (including Social Security number, resi
dential and mailing addresses, telephone 
number, driver's license number, and name, 
address, and telephone number of employer); 
and 

" (ii) in any subsequent child support en
forcement action between the same parties, 
the tribunal shall be authorized, upon suffi
cient showing that diligent effort has been 
made to ascertain such party's current loca
tion, to deem due process requirements for 
notice and service of process to be met, with 
respect to such party. by deli very to the 

most recent residential or employer address 
so filed pursuant to clause (i). 

" (B) STATEWIDE JURISDICTION.-Procedures 
under which-

"(i) the State agency and any administra
tive or judicial tribunal with authority to 
hear child support and paternity cases exerts 
statewide jurisdiction over the parties, and 
orders issued in such cases have statewide ef
fect; and 

"(ii) (in the case of a State in which orders 
in such cases are issued by local jurisdic
tions) a case may be transferred between ju
risdictions in the State without need for any 
additional filing by the petitioner, or service 
of process upon the respondent, to retain ju
risdiction over the parties.". 

(C) EXCEPTIONS FROM STATE LAW REQUIRE
MENTS.-Section 466(d) (42 u.s.c. 666(d)) is 
amended-

(1) by striking "(d) If" and inserting the 
following: 

"(d) ExEMPTIONS FROM REQUIREMENTS.
"(l) IN GENERAL.-Subject to paragraph (2), 

if"; and · 
(2) by adding at the end the following new 

paragraph: 
" (2) NONEXEMPT REQUIREMENTS.-The Sec

retary shall not grant an exemption from the 
requirements of-

"(A) subsection (a)(5) (concerning proce
dures for paternity establishment); 

"(B) subsection (a)(lO) (concerning modi
fication of orders); 

"(C) subsection (a)(l2) (concerning record
ing of orders in the central State case reg
istry); 

"(D) subsection (a)(13) (concerning record
ing of Social Security numbers); 

"(E) subsection (a)(l4) (concerning inter
state enforcement); or 

"(F) subsection (c) (concerning expedited 
procedures), other than paragraph (l)(A) 
thereof (concerning establishment or modi
fication of support amount).". 

(d) AUTOMATION OF STATE AGENCY FUNC
TIONS.-Section 454A, as added by section 
9415(a)(2) of this Act and as amended by sec
tions 9421 and 9422(c) of this Act, is amended 
by adding at the end the following new sub
section: 

"(h) ExPEDITED ADMINISTRATIVE PROCE
DURES.-The automated system required 
under this section shall be used, to the maxi
mum extent feasible, to implement any expe
dited administrative procedures required 
under section 466(c). ". 
CHAPTER 5-PATERNITY ESTABLISHMENT 
SEC. 9441. SENSE OF THE CONGRESS. 

It is the sense of the Congress that social 
services should be provided in hospitals to 
women who have become pregnant as a re
sult of rape or incest. 
SEC. 9442. AVAILABILITY OF PARENTING SOCIAL 

SERVICES FOR NEW FATHERS. 
Section 466(a) (42 U.S.C. 666(a)), as amended 

by sections 940l(a), 9426(a), and 9431 of this 
Act, is amended by inserting after paragraph 
(14) the following: 

"(15) Procedures for providing new fathers 
with positive parenting counseling that 
stresses the importance of paying child sup
port in a timely manner, in accordance with 
regulations prescribed by the Secretary." . 
SEC. 9443. COOPERATION REQUIREMENT AND 

GOOD CAUSE EXCEPTION. 
(a) IN GENERAL.-Section 454 (42 u.s.c. 654) 

is amended-
(1) by striking "and" at the end of para

graph (23); 
(2) by striking the period at the end of 

paragraph (24) and inserting "; and" ; and 
(3) by inserting after paragraph (24) the fol

lowing: 
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"(25) provide that the State agency admin

istering the plan under this part-
"(A) will make the determination specified 

under paragraph (4), as to whether an indi
vidual is cooperating with efforts to estab
lish paternity and secure support (or has 
good cause not to cooperate with such ef
forts) for purposes of the requirements of 
sections 403(b)(l)(E)(i) and 1912; 

"(B) will advise individuals, both orally 
and in writing, of the grounds for good cause 
exceptions to the requirement to cooperate 
with such efforts; 

"(C) will take the best interests of the 
child into consideration in making the deter
mination whether such individual has good 
cause not to cooperate with such efforts; 

"(D)(i) will make the initial determination 
as to whether an individual is cooperating 
(or has good cause not to cooperate) with ef
forts to establish paternity within 10 days 
after such individual is referred to such 
State agency by the State agency admin
istering the program under part A of title 
XIX; 

"(ii) will make redeterminations as to co
operation or good cause at appropriate inter
vals; and 

"(iii) will promptly notify the individual, 
and the State agencies administering such 
programs, of each such determination and 
redetermination; 

"(E) with respect to any child born on or 
after the date 10 months after enactment of 
this provision, will not determine (or rede
termine) the mother (or other custodial rel
ative) of such child to be cooperating with 
efforts to establish paternity unless such in
dividual furnishes-

"(i) the name of the putative father (or fa
thers); and 

"(ii) sufficient additional information to 
enable the State agency, if reasonable efforts 
were made, to verify the identity of the per
son named as the putative father (including 
such information as the putative father's 
present address, telephone number, date of 
birth, past or present place of employment, 
school previously or currently attended, and 
names and addresses of parents, friends, or 
relatives able to provide location informa
tion, or other information that could enable 
service of process on such person), and 

"(F)(i) (where a custodial parent who was 
initially determined not to be cooperating 
(or to have good cause not to cooperate) is 
later determined to be cooperating or to 
have good cause not to cooperate) will imme
diately notify the State agencies administer
ing the programs under part A of title XIX 
that this eligibility condition has been met; 
and 

"(ii) (where a custodial parent was ini
tially determined to be cooperating (or to 
have good cause not to cooperate)) will not 
later determine such individual not to be co
operating (or not to have good cause not to 
cooperate) until such individual has been af
forded an opportunity for a hearing.". 

(b) MEDICAID AMENDMENTS.-Section 1912(a) 
(42 U.S.C. 1396k(a)) is amended-

(1) in paragraph (l)(B), by inserting "(ex
cept as provided in paragraph (2))" after "to 
cooperate with the State"; 

(2) in subparagraphs (B) and (C) of para
graph (1) by striking ", unless" and all that 
follows and inserting a semicolon; and 

(3) by redesignating paragraph (2) as para
graph (5), and inserting after paragraph (1) 
the following new paragraphs: 

"(2) provide that the State agency will im
mediately refer each applicant or recipient 
requiring paternity establishment services 
to the State agency administering the pro
gram under part D of title IV; 

"(3) provide that an individual will not be 
required to cooperate with the State, as pro
vided under paragraph (1), if the individual is 
found to have good cause for refusing to co
operate, as determined in accordance with 
standards prescribed by the Secretary, which 
standards shall take into consideration the 
best interests of the individuals involved-

"(A) to the satisfaction of the State agen
cy administering the program under part D, 
as determined in accordance with section 
454(25), with respect to the requirements to 
cooperate with efforts to establish paternity 
and to obtain support (including medical 
support) from a parent; and 

"(B) to the satisfaction of the State agency 
administering the program under this title, 
with respect to other requirements to co
operate under paragraph (1); 

"(4) provide that (except as provided in 
paragraph (5)) an applicant requiring pater
nity establishment services (other than an 
individual presumptively eligible pursuant 
to section 1920) shall not be eligible for medi
cal assistance under this title until such ap
plicant-

"(i) has furnished to the agency admin
istering the State plan under part D of title 
IV the information specified in section 
454(25)(E); or 

"(ii) has been determined by such agency 
to have good cause not to cooperate; and 

"(5) provide that -the provisions of para
graph (4) shall not apply with respect to an 
applicant-

"(i) if such agency has not, within 10 days 
after such individual was referred to such 
agency, provided the notification required by 
section 454(25)(D)(iii), until such notification 
is received); and 

"(ii) if such individual appeals a deter
mination that the individual lacks good 
cause for noncooperation, until after such 
determination is affirmed after notice and 
opportunity for a hearing.". 

(C) EFFECTIVE DATE.-The amendments 
made by this section shall be effective with 
respect to applications filed in or after the 
first calendar quarter beginning 10 months 
or more after the date of the enactment of 
this Act (or such earlier quarter as the State 
may select) for assistance under a State plan 
approved under part A of title IV of the So
cial Security Act or for medical assistance 
under a State plan approved under title XIX 
of such Act. 
SEC. 9444. FEDERAL MATCHING PAYMENTS. 

(a) INCREASED BASE MATCHING RATE.-Sec
tion 455(a)(2) (42 U.S.C. 655(a)(2)) is amended 
to read as follows: 

"(2) The applicable percent for a quarter 
for purposes of paragraph (l)(A) is-

"(A) for fiscal year 1996, 69 percent; 
"(B) for fiscal year 1997, 72 percent; and 
"(C) for fiscal year 1998 and succeeding fis-

cal years, 75 percent.". 
(b) MAINTENANCE OF EFFORT.-Section 455 

(42 U.S.C. 655) is amended-
(1) in subsection (a)(l), in the matter pre

ceding subparagraph (A), by striking "From" 
and inserting "Subject to subsection (c), 
from"; and 

(2) by inserting after subsection (b) the fol
lowing: 

"(c) MAINTENANCE OF EFFORT.-Notwith
standing subsection (a), total expenditures 
for the State program under this part for fis
cal year 1996 and each succeeding fiscal year, 
reduced by the percentage specified for such 
fiscal year under subparagraph (A), (B), or 
(C)(i) of paragraph (2), shall not be less than 
such total expenditures for fiscal year 1995, 
reduced by 66 percent." . 

SEC. 9446. STATE LAWS CONCERNING PATERNITY 
ESTABLISHMENT. 

(a) STATE LAWS REQUIRED.-Section 
466(a)(5) (42 U.S.C. 666(a)(5)) is amended-

(1) by striking "(5)" and inserting the fol
lowing: 

"(5) PROCEDURES CONCERNING PATERNITY ES
TABLISHMENT.-''; 

(2) in subparagraph (A)-
(A) by striking "(A)(i)" and inserting the 

following: 
"(A) ESTABLISHMENT PROCESS AVAILABLE 

FROM BIRTH UNTIL AGE EIGHTEEN.-(i)"; and 
(B) by indenting clauses (i) and (ii) so that 

the left margin of such clauses is 2 ems to 
the right of the left margin of paragraph (4); 

(3) in subparagraph (B)-
(A) by striking "(B)" and inserting the fol

lowing: 
"(B) PROCEDURES CONCERNING GENETIC 

TESTING.-(i)"; 
(B) in clause (i), as redesignated, by insert

ing before the period ", where such request is 
supported by a sworn statement (I) by such 
party alleging paternity setting forth facts 
establishing a reasonable possibility of the 
requisite sexual contact of the parties, or (II) 
by such party denying paternity setting 
forth facts establishing a reasonable possi
bility of the nonexistence of sexual contact 
of the parties;"; 

(C) by inserting after and below clause (i) 
(as redesignated) the following new clause: 

"(ii) Procedures which require the State 
agency, in any case in which such agency or
ders genetic testing-

"(!) to pay costs of such tests, subject to 
recoupment (where the State so elects) from 
the putative father if paternity is estab
lished; and 

"(II) to obtain additional testing in any 
case where an original test result is dis
puted, upon request and advance payment by 
the disputing party."; 

(4) by striking subparagraphs (C) and (D) 
and inserting the following: 

"(C) PATERNITY ACKNOWLEDGMENT.-(i) Pro
cedures for a simple civil process for volun
tarily acknowledging paternity under which 
the State must provide that, before a mother 
and a putative father can sign an acknowl
edgment of paternity, the putative father 
and the mother must be given notice, orally, 
in writing, and in a language that each can 
understand, of the alternatives to, the legal 
consequences of, and the rights (including, if 
1 parent is a minor, any rights afforded due 
to minority status) and responsibilities that 
arise from, signing the acknowledgment. 

"(ii) Such procedures must include a hos
pital-based program for the voluntary ac
knowledgment of paternity focusing on the 
period immediately before or after the birth 
of a child. 

"(iii) Such procedures must require the 
State agency responsible for maintaining 
birth records to offer voluntary paternity es
tablishment services. 

"(iv) The Secretary shall prescribe regula
tions governing voluntary paternity estab
lishment services offered by hospitals and 
birth record agencies. The Secretary shall 
prescribe regulations specifying the types of 
other entities that may offer voluntary pa
ternity establishment services, and govern
ing the provision of such services, which 
shall include a requirement that such an en
tity must use the same notice provisions 
used by, the same materials used by, provide 
the personnel providing such services with 
the same training provided by, and evaluate 
the provision of such services in the same 
manner as, voluntary paternity establish
ment programs of hospitals and birth record 
agencies. 
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"(v) Such procedures must require the 

State and those required to establish pater
nity to use only the affidavit developed 
under section 452(a)(7) for the voluntary ac
knowledgment of paternity, and to give full 
faith and credit to such an affidavit signed in 
any other State. 

"(D) STATUS OF SIGNED PATERNITY AC
KNOWLEDGMENT.-(i) Procedures under which 
a signed acknowledgment of paternity is 
considered a legal finding of paternity, sub
ject to the right of any signatory to rescind 
the acknowledgment within 60 days. 

"(ii)(l) Procedures under which, after the 
60-day period referred to in clause (i), a 
signed acknowledgment of paternity may be 
challenged in court only on the basis of 
fraud, duress, or material mistake of fact, 
with the burden of proof upon the challenger, 
and under which the legal responsibilities 
(including child support obligations) of any 
signatory arising from the acknowledgment 
may not be suspended during the challenge, 
except for good cause shown. 

"(II) Procedures under which, after the 60-
day period referred to in clause (i), a minor 
who signs an acknowledgment of paternity 
other tha.n in the presence of a parent or 
court-appointed guardian ad litem may re
scind the acknowledgment in a judicial or 
administrative proceeding, until the earlier 
of-

"(aa) attaining the age of majority; or 
"(bb) the date of the first judicial or ad

ministrative proceeding brought (after the 
signing) to establish a child support obliga
tion, visitation rights, or custody rights with 
respect to the child whose paternity is the 
subject of the acknowledgment, and at which 
the minor is represented by a parent, guard
ian ad litem, or attorney."; 

(5) by striking subparagraph (E) and insert
ing the following: 

"(E) BAR ON ACKNOWLEDGMENT RATIFICA
TION PROCEEDINGS.-Procedures under which 
no judicial or administrative proceedings are 
required or permitted to ratify an unchal
lenged acknowledgment of paternity."; 

(6) by striking subparagraph (F) and insert
ing the following: 

"(F) ADMISSIBILITY OF GENETIC TESTING RE
SULTS.-Procedures-

"(i) requiring that the State admit into 
evidence, for purposes of establishing pater
nity, results of any genetic test that is-

"(l) of a type generally acknowledged, by 
accreditation bodies designated by the Sec
retary, as reliable evidence of paternity; and 

"(II) performed by a laboratory approved 
by such an accreditation body; 

"(ii) that any objection to genetic testing 
results must be made in writing not later 
than a specified number of days before any 
hearing at which such results may be intro
duced into evidence (or, at State option, not 
later than a specified number of days after 
receipt of such results); and 

"(iii) that, if no objection is made, the test 
results are admissible as evidence of pater
nity without the need for foundation testi
mony or other proof of authenticity or accu
racy."; and 

(7) by adding after subparagraph (H) the 
following new subparagraphs: 

"(I) No RIGHT TO JURY TRIAL.-Procedures 
providing that the parties to an action to es
tablish paternity are not entitled to jury 
trial. 

"(J) TEMPORARY SUPPORT ORDER BASED ON 
PROBABLE PATERNITY IN CONTESTED CASES.
Procedures which require that a temporary 
order be issued, upon motion by a party, re
quiring the provision of child support pend
ing an administrative or judicial determina-

tion of parentage, where there is clear and 
convincing evidence of paternity (on the 
basis of genetic tests or other evidence). 

"(K) PROOF OF CERTAIN SUPPORT AND PA
TERNITY ESTABLISHMENT COSTS.-Procedures 
under which bills for pregnancy, childbirth, 
and genetic testing are admissible as evi
dence without requiring third-party founda
tion testimony, and shall constitute prima 
facie evidence of amounts incurred for such 
services and testing on behalf of the child. 

"(L) WAIVER OF STATE DEBTS FOR COOPERA
TION.-At the option of the State, procedures 
under which the tribunal establishing pater
nity and support has discretion to waive 
rights to all or part of amounts owed to the 
State (but not to the mother) for costs relat
ed to pregnancy, childbirth, and genetic test
ing and for public assistance paid to the fam
ily where the father cooperates or acknowl
edges paternity before or after genetic test
ing. 

"(M) STANDING OF PUTATIVE FATHERS.
Procedures ensuring that the putative father 
has a reasonable opportunity to initiate a 
paternity action.". 

(b) NATIONAL PATERNITY ACKNOWLEDGMENT 
AFFIDAVIT.-Section 452(a)(7) (42 u.s.c. 
652(a)(7)) is amended by inserting ", and de
velop an affidavit to be used for the vol
untary acknowledgment of paternity which 
shall include the social security account 
number of each parent" before the semi
colon. 

(C) TECHNICAL AMENDMENT.-Section 468 (42 
U.S.C. 668) is amended by striking "a simple 
civil process for voluntarily acknowledging 
paternity and". 
SEC. 9446. OUTREACH FOR VOLUNTARY PATER· 

NITY ESTABLISHMENT. 
(a) STATE PLAN REQUIREMENT.-Section 

454(23) (42 U.S.C. 654(23)) is amended by add
ing at the end the following new subpara
graph: 

"(C) publicize the availability and encour
age the use of procedures for voluntary es
tablishment of paternity and child support 
through a variety of means, which-

"(i) include distribution of written mate
rials at health care facilities (including hos
pitals and clinics), and other locations such 
as schools; 

"(ii) may include pre-natal programs to 
educate expectant couples on individual and 
joint rights and responsibilities with respect 
to paternity (and may require all expectant 
recipients of assistance under part A to par
ticipate in such pre-natal programs, as an 
element of cooperation with efforts to estab
lish paternity and child support); 

"(iii) include, with respect to each child 
discharged from a hospital after birth for 
whom paternity or child support has not 
been established, reasonable follow-up ef
forts (including at least one contact of each 
parent whose whereabouts are known, except 
where there is reason to believe such follow
up efforts would put mother or child at risk), 
providing-

"(!) in the case of a child for whom pater
nity has not been established, information 
on the benefits of and procedures for estab
lishing paternity; and 

"(II) in the case of a child for whom pater
nity has been established but child support 
has not been established, information on the 
benefits of and procedures for establishing a 
child support order, and an application for 
child support services;". 

(b) ENHANCED FEDERAL MATCHING.-Section 
455(a)(l)(C) (42 U.S.C. 655(a)(l)(C)) is amend
ed-

(1) by inserting "(i)" before "laboratory 
costs", and 

(2) by inserting before the semicolon ", and 
(ii) costs of outreach programs designed to 
encourage voluntary acknowledgment of pa
ternity". 

(C) EFFECTIVE DATES.-(1) The amendments 
made by subsection (a) shall become effec
tive October 1, 1997. 

(2) The amendments made by subsection 
(b) shall be effective with respect to calendar 
quarters beginning on and after October 1, 
1996. 

CHAPTER ~ESTABLISHMENT AND 
MODIFICATION OF SUPPORT ORDERS 

SEC. 9451. NATIONAL CHILD SUPPORT GUIDE
LINES COMMISSION. 

(a) ESTABLISHMENT.-There is hereby es
tablished a commission to be known as the 
"National Child Support Guidelines Commis
sion" (in this section referred to as the 
"Commission"). 

(b) GENERAL DUTIES.-The Commission 
shall develop a national child support guide
line for consideration by the Congress that is 
based on a study of various guideline models, 
the benefits and deficiencies of such models, 
and any needed improvements. 

(c) MEMBERSHIP.-
(1) NUMBER; APPOINTMENT.-
(A) IN GENERAL.-The Commission shall be 

composed of 12 individuals appointed jointly 
by the Secretary of Health and Human Serv
ices and the Congress, not later than Janu
ary 15, 1997, of which-

(i) 2 shall be appointed by the Chairman of 
the Committee on Finance of the Senate, 
and 1 shall be appointed by the ranking mi
nority member of the Committee; -

(ii) 2 shall be appointed by the Chairman of 
the Committee on Ways and Means of the 
House of Representatives, and 1 shall be ap
pointed by the ranking minority member of 
the Committee; and 

(iii) 6 shall be appointed by the Secretary 
of Health and Human Services. 

(B) QUALIFICATIONS OF MEMBERS.-Members 
of the Commission shall have expertise and 
experience in the evaluation and develop
ment of child support guidelines. At least 1 
member shall represent advocacy groups for 
custodial parents, at least 1 member shall 
represent advocacy groups for noncustodial 
parents, and at least 1 member shall be the 
director of a State program under part D of 
title IV of the Social Security Act. 

(2) TERMS OF OFFICE.-Each member shall 
be appointed for a term of 2 years. A vacancy 
in the Commission shall be filled in the man
ner in which the original appointment was 
made. 

(d) COMMISSION POWERS, COMPENSATION, 
ACCESS TO INFORMATION, AND SUPERVISION.
The first sentence of subparagraph (C), the 
first and third sentences of subparagraph 
(D), subparagraph (F) (except with respect to 
the conduct of medical studies), clauses (ii) 
and (iii) of subparagraph (G), and subpara
graph (H) of section 1886(e)(6) of the Social 
Security Act shall apply to the Commission 
in the same manner in which such provisions 
apply to the Prospective Payment Assess
ment Commission. 

(e) REPORT.-Not later than 2 years after 
the appointment of members, the Commis
sion shall submit to the President, the Com
mittee on Ways and Means of the House of 
Representatives, and the Committee on Fi
nance of the Senate, a recommended na
tional child support guideline and a final as
sessment of issues relating to such a pro
posed national child support guideline. 

(f) TERMINATION.-The Commission shall 
terminate 6 months after the submission of 
the report described in subsection (e). 
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SEC. 9452. SIMPLIFIED PROCESS FOR REVIEW 

AND ADJUSTMENT OF CHILD SUP· 
PORT ORDERS. 

(a) IN GENERAL.-Section 466(a)(l0) (42 
U.S.C. 666(a)(l0)) is amended to read as fol
lows: 

"(10) PROCEDURES FOR MODIFICATION OF SUP
PORT ORDERS.-

" (A)(i) Procedures under which-
"(I) every 3 years, at the request of either 

parent subject to a child support order, the 
State shall review and, as appropriate, ad
just the order in accordance with the guide
lines established under section 467(a) if the 
amount of the child support award under the 
order differs from the amount that would be 
awarded in accordance with such guidelines, 
without a requirement for any other change 
in circumstances; and 

"(Il) upon request at any time of either 
parent subject to a child support order, the 
State shall review and, as appropriate, ad
just the order in accordance with the guide
lines established under section 467(a) based 
on a substantial change in the circumstances 
of either such parent. 

"(ii) Such procedures shall require both 
parents subject to a child support order to be 
notified of their rights and responsibilities 
provided for under clause (i) at the time the 
order is issued and in the annual information 
exchange form provided under subparagraph 
(B). 

"(B) Procedures under which each child 
support order issued or modified in the State 
after the effective date of this subparagraph 
shall require the parents subject to the order 
to provide each other with a complete state
ment of their respective financial condition 
annually on a form which shall be estab
lished by the Secretary and provided by the 
State. The Secretary shall establish regula
tions for the enforcement of such exchange 
of information.". 
CHAPTER 7-ENFORCEMENT OF SUPPORT 

ORDERS 
SEC. 9461. FEDERAL INCOME TAX REFUND OFF· 

SET. 
(a) CHANGED ORDER OF REFUND DISTRIBU

TION UNDER INTERNAL REVENUE CODE.-Sec
tion 6402(c) of the Internal Revenue Code of 
1986 is amended by striking the 3rd sentence. 

(b) ELIMINATION OF DISPARITIES IN TREAT
MENT OF ASSIGNED AND NON-ASSIGNED AR
REARAGES.-(1) Section 464(a) (42 u.s.c. 
664(a)) is amended-

(A) by striking "(a)" and inserting "(a) 
OFFSET AUTHORIZED.-" ; 

(B) in paragraph (1)-
(i) in the first sentence, by striking "which 

has been assigned to such State pursuant to 
section 402(a)(26) or section 47l(a)(l7)"; and 

(ii) in the second sentence, by striking "in 
accordance with section 457 (b)(4) or (d)(3)" 
and inserting "as provtded in paragraph (2)"; 

(C) in paragraph (2), to read as follows: 
"(2) The State agency shall distribute 

amounts paid by the Secretary of the Treas
ury pursuant to paragraph (1)-

"(A) in accordance with section 457(a)(4) or 
(d)(3), in the case of past-due support as
signed to a State pursuant to section 
403(b)(l)(E)(i) or 47l(a)(l 7); and 

"(B) to or on behalf of the child to whom 
the support was owed; in the case of past-due 
support not so assigned."; 

(D) in paragraph (3)-
(i) by striking "or (2)" each place it ap

pears; and 
(ii) in subparagraph (B), by striking " under 

paragraph (2)" and inserting "on account of 
past-due support described in paragraph 
(2)(B)". 

(2) Section 464(b) (42 U.S.C. 664(b)) is 
amended-

(A) by striking "(b)(l)" and inserting "(b) 
REGULATIONS.-"; and 

(B) by striking paragraph (2). 
(3) Section 464(c) (42 U.S.C. 664(c)) is 

amended-
(A) by striking "(c)(l) Except as provided 

in paragraph (2) , as" and inserting "(c) DEFI
NITION.-As" ; and 

(B) by striking paragraphs (2) and (3). 
(c) EFFECTIVE DATE.-The amendments 

made by this section shall become effective 
October 1, 1999. 
SEC. 9462. INTERNAL REVENUE SERVICE COL

LECTION OF ARREARS. 
(a) AMENDMENT TO INTERNAL REVENUE 

CODE.-Section 6305(a) of the Internal Reve
nue Code of 1986 is amended-

(1) in paragraph (1), by inserting "except as 
provided in paragraph (5)" after "collected"; 

(2) by striking "and" at the end of para
graph (3); 

(3) by striking the period at the end of 
paragraph (4) and inserting a comma; 

(4) by adding after paragraph (4) the follow
ing new paragraph: 

" (5) no additional fee may be assessed for 
adjustments to an amount previously cer
tified pursuant to such se·ction 452(b) with re
spect to the same obligor."; and 

(5) by striking "Secretary of Health, Edu
cation, and Welfare" each place it appears 
and inserting "Secretary of Heal th and 
Human Services". 

(b) EFFECTIVE DATE.-The amendments 
made by this section shall become effective 
October l, 1997. 
SEC. 9463. AUTHORITY TO COLLECT SUPPORT 

FROM FEDERAL EMPWYEES. 
(a) CONSOLIDATION AND STREAMLINING OF 

AUTHORITIES.-
(1) Section 459 (42 U.S.C. 659) is amended in 

the caption by inserting "INCOME WITHHOLD
ING," before "GARNISHMENT". 

(2) Section 459(a) (42 U.S.C. 659(a)) is 
amended-

(A) by striking "(a)" and inserting "(a) 
CONSENT TO SUPPORT ENFORCEMENT.-

(B) by striking " section 207" and inserting 
"section 207 of this Act and 38 U.S.C. 5301"; 
and 

(C) by striking all that follows "a private 
person," and inserting "to withholding in ac
cordance with State law pursuant to sub
sections (a)(l) and (b) of section 466 and regu
lations of the Secretary thereunder, and to 
any other legal process brought, by a State 
agency administering a program under this 
part or by an individual obligee, to enforce 
the legal obligation of such individual to 
provide child support or alimony.". 

(3) Section 459(b) (42 U.S.C. 659(b)) is 
amended to read as follows: 

"(b) CONSENT TO REQUIREMENTS APPLICA
BLE TO PRIVATE PERSON.- Except as other
wise provided herein, each entity specified in 
subsection (a) shall be subject, with respect 
to notice to withhold income pursuant to 
subsection (a)(l) or (b) of section 466, or to 
any other order or process to enforce support 
obligations against an individual (if such 
order or process contains or is accompanied 
by sufficient data to permit prompt identi
fication of the individual and the moneys in
volved), to the same requirements as would 
apply if such entity were a private person.". 

(4) Section 459(c) (42 U.S.C. 659(c)) is redes
ignated and relocated as paragraph (2) of 
subsection (f), and is amended-

(A) by striking "responding to interrog
atories pursuant to requirements imposed by 
section 46l(b)(3)" and inserting "taking ac
tions necessary to comply with the require
ments of subsection (A) with regard to any 
individual"; and 

(B) by striking "any of his duties" and all 
that follows and inserting "such duties. ". 

(5) Section 461 (42 U.S.C. 661) is amended by 
striking subsection (b), and section 459 (42 
U.S.C. 659) is amended by inserting after sub
section (b) (as added by paragraph (3) of this 
subsection) the following: 

"(c) DESIGNATION OF AGENT; RESPONSE TO 
NOTICE OR PROCESS.-(1) The head of each 
agency subject to the requirements of this 
section shall-

"(A) designate an agent or agents to re
ceive orders and accept service of process; 
and 

"(B) publish (i) in the appendix of such reg
ulations, (ii) in each subsequent republica
tion of such regulations, and (iii) annually in 
the Federal Register, the designation of such 
agent or agents, identified by title of posi
tion, mailing address, and telephone num
ber.". 

(6) Section 459 (42 U.S.C. 659) is amended by 
striking subsection (d) and by inserting after 
subsection (c)(l) (as added by paragraph (5) of 
this subsection) the following: 

" (2) Whenever an agent designated pursu
ant to paragraph (1) receives notice pursuant 
to subsection (a)(l) or (b) of section 466, or is 
effectively served with any order, process, or 
interrogatories, with respect to an individ
ual's child support or alimony payment obli
gations, such agent shall-

"(A) as soon as possible (but not later than 
fifteen days) thereafter, send written notice 
of such notice or service (together with a 
copy thereof) to such individual at his duty 
station or last-known home address; 

" (B) within 30 days (or such longer period 
as may be prescribed by applicable State 
law) after receipt of a notice pursuant to 
subsection (a)(l) or (b) of section 466, comply 
with all applicable provisions of such section 
466; and 

"(C) within 30 days (or such longer period 
as may be prescribed by applicable State 
law) after effective service of any other such 
order, process, or interrogatories, respond 
thereto.". 

(7) Section 461 (42 U.S.C. 661) is amended by 
striking subsection (c), and section 459 (42 
U.S.C. 659) is amended by inserting after sub
section (c) (as added by paragraph (5) and 
amended by paragraph (6) of this subsection) 
the following: 

"(d) PRIORITY OF CLAIMS.-ln the event 
that a governmental entity receives notice 
or is served with process, as provided in this 
section, concerning amounts owed by an in
dividual to more than one person-

"(l) support collection under section 466(b) 
must be given priority over any other proc
ess, as provided in section 466(b)(7); 

"(2) allocation of moneys due or payable to 
an individual among claimants under section 
466(b) shall be governed by the provisions of 
such section 466(b) and regulations there
under; and 

"(3) such moneys as remain after compli
ance with subparagraphs (A) and (B) shall be 
available to satisfy any other such processes 
on a first-come, first-served basis, with any 
such process being satisfied out of such mon
eys as remain after the satisfaction of all 
such processes which have been previously 
served.''. 

(8) Section 459(e) (42 U.S.C. 659(e)) is 
amended by striking "(e)" and inserting the 
following: 

"(e) No REQUIREMENT To VARY PAY CY
CLES.-". 

(9) Section 459(f) (42 U.S.C. 659(f)) is amend
ed by striking "(f)" and inserting the follow
ing: 

"(f) RELIEF FROM LIABILITY.-(1)". 
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(10) Section 461(a) (42 U.S.C. 661(a)) is re

designated and relocated as section 459(g), 
and is amended-

(A) by striking "(g)" and inserting the fol
lowing: 

"(g) REGULATIONS.-"; and 
(B) by striking "section 459" and inserting 

"this section". 
(11) Section 462 (42 U.S.C. 662) is amended 

by striking subsection (f), and section 459 (42 
U.S.C. 659) is amended by inserting the fol
lowing after subsection (g) (as added by para
graph (10) of this subsection): 

"(h) MONEYS SUBJECT TO PROCESS.-(1) 
Subject to subsection (i), moneys paid or 
payable to an individual which are consid
ered to be based upon remuneration for em
ployment, for purposes of this section-

"(A) consist of-
"(i) compensation paid or payable for per

sonal services of such individual, whether 
such compensation is denominated as wages, 
salary, commission, bonus, pay, allowances, 
or otherwise (including severance pay, sick 
pay, and incentive pay); 

"(ii) periodic benefits (including a periodic 
benefit as defined in section 228(h)(3)) or 
other payments-

"(!) under the insurance system estab
lished by title II; 

"(II) under any other system or fund estab
lished by the United States which provides 
for the payment of pensions, retirement or 
retired pay, annuities, dependents' or survi
vors' benefits, or similar amounts payable on 
account of personal services performed by 
the individual or any other individual; 

"(Ill) as compensation for death under any 
Federal program; 

"(IV) under any Federal program estab
lished to provide 'black lung' benefits; or 

"(V) by the Secretary of Veterans Affairs 
as pension, or as compensation for a service
connected disability or death (except any 
compensation paid by such Secretary to a 
former member of the Armed Forces who is 
in receipt of retired or retainer pay if such 
former member has waived a portion of his 
retired pay in order to receive such com
pensation); and 

"(iii) worker's compensation benefits paid 
under Federal or State law; but 

"(B) do not include any payment--
"(i) by way of reimbursement or otherwise, 

to defray expenses incurred by such individ
ual in carrying out duties associated with 
his employment; or 

"(ii) as allowances for members of the uni
formed services payable pursuant to chapter 
7 of title 37, United States Code, as pre
scribed by the Secretaries concerned (defined 
by section 101(5) of such title) as necessary 
for the efficient performance of duty.". 

(12) Section 462(g) (42 U.S.C. 662(g)) is re
designated and relocated as section 459(i) (42 
u.s.c. 659(i)). 

(13)(A) Section 462 (42 U.S.C. 662) is amend
ed-

(i) in subsection (e)(l), by redesignating 
subparagraphs (A), (B), and (C) as clauses (i), 
(ii), and (iii); and 

(ii) in subsection (e), by redesignating 
paragraphs (1) and (2) as subparagraphs (A) 
and (B). 

(B) Section 459 (42 U.S.C. 659) is amended 
by adding at the end the following: 

"(j) DEFINITIONS.-For purposes of this sec
tion-". 

(C) Subsections (a) through (e) of section 
462 (42 U.S.C. 662), as amended by subpara
graph (A) of this paragraph, are relocated 
and redesignated as paragraphs (1) through 
(4), respectively of section 459(j) (as added by 
subparagraph (B) of this paragraph, (42 

U.S.C. 659(j)), and the left margin of each of 
such paragraphs (1) through (4) is indented 2 
ems to the right of the left margin of sub
section (i) (as added by paragraph (12) of this 
subsection). 

(b) CONFORMING AMENDMENTS.-
(1) To PART D OF TITLE IV.-Sections 461 and 

462 (42 U.S.C. 661), as amended by subsection 
(a) of this section, are repealed. 

(2) To TITLE 5, UNITED STATES CODE.-Sec
tion 5520a of title 5, United States Code, is 
amended, in subsections (h)(2) and (i), by 
striking "sections 459, 461, and 462 of the So
cial Security Act (42 U.S.C. 659, 661, and 662)" 
and inserting "section 459 of the Social Secu
rity Act (42 U.S.C. 659)". 

(c) MILITARY RETIRED AND RETAINER PAY.
(1) DEFINITION OF COURT.-Section 1408(a)(l) 
of title 10, United States Code, is amended

(A) by striking "and" at the end of sub
paragraph (B); 

(B) by striking the period at the end of 
subparagraph (C) and inserting "; and"; and 

(C) by adding after subparagraph (C) the 
following new paragraph: 

"(D) any administrative or judicial tribu
nal of a State competent to enter orders for 
support or maintenance (including a State 
agency administering a State program under 
part D of title IV of the Social Security 
Act)."; 

(2) DEFINITION OF COURT ORDER.-Section 
1408(a)(2) of such title is amended by insert
ing "or a court order for the payment of 
child support not included in or accompanied 
by such a decree or settlement," before 
"which-". 

(3) PUBLIC PAYEE.-Section 1408(d) of such 
title is amended-

(A) in the heading, by striking "to spouse" 
and inserting "to (or for benefit of)"; and 

(B) in paragraph (1), in the first sentence, 
by inserting "(or for the benefit of such 
spouse or former spouse to a State central 
collections unit or other public payee des
ignated by a State, in accordance with part 
D of title IV of the Social Security Act, as 
directed by court order, or as otherwise di
rected in accordance with such part D)" be
fore "in an amount sufficient". 

(4) RELATIONSHIP TO PART D OF TITLE IV.
Section 1408 of such title is amended by add
ing at the end the following new subsection: 

"(j) RELATIONSHIP TO OTHER LAWS.-ln any 
case involving a child support order against 
a member who has never been married to the 
other parent of the child, the provisions of 
this section shall not apply, and the case 
shall be subject to the provisions of section 
459 of the Social Security Act.". 

(d) EFFECTIVE DATE.-The amendments 
made by this section shall become effective 6 
months after the date of the enactment of 
this Act. 
SEC. 9464. ENFORCEMENT OF CHILD SUPPORT 

OBLIGATIONS OF MEMBERS OF THE 
ARMED FORCES. 

(a) AVAILABILITY OF LOCATOR INFORMA
TION.-

(1) MAINTENANCE OF ADDRESS INFORMA
TION.-The Secretary of Defense shall estab
lish a centralized personnel locator service 
that includes the address of each member of 
the Armed Forces under the jurisdiction of 
the Secretary. Upon request of the Secretary 
of Transportation, addresses for members of 
the Coast Guard shall be included in the cen
tralized personnel locator service. 

(2) TYPE OF ADDRESS.-
(A) RESIDENTIAL ADDRESS.-Except as pro

vided in subparagraph (B), the address for a 
member of the Armed Forces shown in the 
locator service shall be the residential ad
dress of that member. 

(B) DUTY ADDRESS.-The address for a 
member of the Armed Forces shown in the 
locator service shall be the duty address of 
that member in the case of a member-

(i) who is permanently assigned overseas, 
to a vessel, or to a routinely deployable unit; 
or 

(ii) with respect to whom the Secretary 
concerned makes a determination that the 
member's residential address should not be 
disclosed due to national security or safety 
concerns. 

(3) UPDATING OF LOCATOR INFORMATION.
Within 30 days after a member listed in the 
locator service establishes a new residential 
address (or a new duty address, in the case of 
a member covered by paragraph (2)(B)), the 
Secretary concerned shall update the locator 
service to indicate the new address of the 
member. 

(4) AVAILABILITY OF INFORMATION.-The 
Secretary of Defense shall make information 
regarding the address of a member of the 
Armed Forces listed in the locator service 
available, on request, to the Federal Parent 
Locator Service. 

(b) FACILITATING GRANTING OF LEAVE FOR 
ATTENDANCE AT HEARINGS.-

(1) REGULATIONS.-The Secretary of each 
military department, and the Secretary of 
Transportation with respect to the Coast 
Guard when it is not operating as a service 
in the Navy, shall prescribe regulations to 
facilitate the granting of leave to a member 
of the Armed Forces under the jurisdiction 
of that Secretary in a case in which-

(A) the leave is needed for the member to 
attend a hearing described in paragraph (2); 

(B) the member is not serving in or with a 
unit deployed in a contingency operation (as 
defined in section 101 of title 10, United 
States Code); and 

(C) the exigencies of military service (as 
determined by the Secretary concerned) do 
not otherwise require that such leave not be 
granted. 

(2) COVERED HEARINGS.-Paragraph (1) ap
plies to a hearing that is conducted by a 
court or pursuant to an administrative proc
ess established under State law, in connec
tion with a civil action-

(A) to determine whether a member of the 
Armed Forces is a natural parent of a child; 
or 

(B) to determine an obligation of a member 
of the Armed Forces to provide child sup
port. 

(3) DEFINITIONS.-For purposes of this sub
section: 

(A) The term "court" has the meaning 
given that term in section 1408(a) of title 10, 
United States Code. 

(B) The term "child support" has the 
meaning given such term in section 462 of 
the Social Security Act (42 U.S.C. 662). 

(c) PAYMENT OF MILITARY RETIRED PAY IN 
COMPLIANCE WITH CHILD SUPPORT ORDERS.

(1) DATE OF CERTIFICATION OF COURT 
ORDER.-Section 1408 of title 10, United 
States Code, is amended-

(A) by redesignating subsection (i) as sub
section (j); and 

(B) by inserting after subsection (h) the 
following new subsection (i): 

"(i) CERTIFICATION DATE.-lt is not nec
essary that the date of a certification of the 
authenticity or completeness of a copy of a 
court order or an order of an administrative 
process established under State law for child 
support received by the Secretary concerned 
for the purposes of this section be recent in 
relation to the date of receipt by the Sec
retary.''. 

(2) PAYMENTS CONSISTENT WITH ASSIGN
MENTS OF RIGHTS TO STATES.-Section 
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1408(d)(l) of such title is amended by insert
ing after the first sentence the following: "In 
the case of a spouse or former spouse who, 
pursuant to section 403(b)(l)(E)(i) of the So
cial Security Act, assigns to a State the 
rights of the spouse or former spouse to re
ceive support, the Secretary concerned may 
make the child support payments referred to 
in the preceding sentence to that State in 
amounts consistent with that assignment of 
rights." . 

(3) ARREARAGES OWED BY MEMBERS OF THE 
UNIFORMED SERVICES.-Section 1408(d) of such 
title is amended by adding at the end the fol
lowing new paragraph: 

" (6) In the case of a court order or an order 
of an administrative process established 
under State law for which effective service is 
made on the Secretary concerned on or after 
the date of the enactment of this paragraph 
and which provides for payments from the 
disposable retired pay of a member to satisy 
the amount of child support set forth in the 
order, the authority provided in paragraph 
(1) to make payments from the disposable re
tired pay of a member to satisy the amount 
of child support set forth in a court order or 
an order of an administrative process estab
lished under State law shall apply to pay
ment of any amount of child support arrear
ages set forth in that order as well as to 
amounts of child support that currently be
come due.". 
SEC. 9465. MOTOR VEHICLE UENS. 

Section 466(a)(4) (42 U.S.C. 666(a)(4)) is 
amended-

(1) by striking "(4) Procedures" and insert-
ing the following: 

"(4) LIENS.-
"(A) IN GENERAL.-Procedures"; and 
(2) by adding at the end the following new 

subparagraph: 
"(B) MOTOR VEHICLE LIENS.-Procedures for 

placing liens for arrears of child support on 
motor vehicle titles of individuals owing 
such arrears equal to or exceeding two 
months of support, under which-

"(i) any person owed such arrears may 
place such a lien; 

" (ii) the State agency administering the 
program under this part shall systematically 
place such liens; 

"(iii) expedited methods are provided for
"(I) ascertaining the amount of arrears; 
"(II) affording the person owing the arrears 

or other titleholder to contest the amount of 
arrears or to obtain a release upon fulfilling 
the support obligation; 

"(iv) such a lien has precedence over all 
other encumbrances on a vehicle title other 
than a purchase money security interest; 
and 

"(v) the individual or State agency owed 
the arrears may execute on, seize, and sell 
the property in accordance with State law.". 
SEC. 9466. VOIDING OF FRAUDULENT TRANS-

FERS. 
Section 466(a) (42 U.S.C. 666(a)), as amended 

by sections 9401(a), 9426(a), 9431, and 9442 of 
this Act, is amended by inserting after para
graph (15) the following: 

"(16) FRAUDULENT TRANSFERS.- Procedures 
under which-

"(A) the State has in effect-
"(i) the Uniform Fraudulent Conveyance 

Act of 1981, 
"(ii) the Uniform Fraudulent Transfer Act 

of 1984, or 
"(iii) another law, specifying indicia of 

fraud which create a prima facie case that a 
debtor transferred income or property to 
avoid payment to a child support creditor, 
which the Secretary finds affords com
parable rights to child support creditors; and 

" (B) in any case in which the State knows 
of a transfer by a child support debtor with 
respect to which such a prima facie case is 
established, the State must-

"(i) seek to void such transfer; or 
"(ii) obtain a settlement in the best inter

ests of the child support creditor." . 
SEC. 9467. STATE LAW AUTHORIZING SUSPEN

SION OF UCENSES. 
Section 466(a) (42 U.S.C. 666(a)), as amended 

by sections 9401(a), 9426(a), 9431, 9442, and 9466 
of this Act, is amended by inserting after 
paragraph (16) the following: 

"(17) AUTHORITY TO WITHHOLD OR SUSPEND 
LICENSES.-Procedures under which the State 
has (and uses in appropriate cases) authority 
(subject to appropriate due process safe
guards) to withhold or suspend, or to restrict 
the use of driver's licenses, and professional 
and occupational licenses of individuals 
owing overdue child support or failing, after 
receiving appropriate notice, to comply with 
subpoenas or warrants relating to paternity 
or child support proceedings.". 
SEC. 9468. REPORTING ARREARAGES TO CREDIT 

BUREAUS. 
Section 466(a)(7) (42 U.S.C. 666(a)(7)) is 

amended to read as follows: 
"(7) REPORTING ARREARAGES TO CREDIT BU

REAUS.-(A) Procedures (subject to safe
guards pursuant to subparagraph (B)) requir
ing the State to report periodically to 
consumer reporting agencies (as defined in 
section 603(f) of the Fair Credit Reporting 
Act (15 U.S.C. 168la(f)) the name of any ab
sent parent who is delinquent by 90 days or 
more in the payment of support, and the 
amount of overdue support owed by such par
ent. 

"(B) Procedures ensuring that, in carrying 
out subparagraph (A), ·information with re
spect to an absent parent is reported-

"(i) only after such parent has been af
forded all due process required under State 
law, including notice and a reasonable oppor
tunity to contest the accuracy of such infor
mation; and 

"(ii) only to an entity that has furnished 
evidence satisfactory to the State that the 
entity is a consumer reporting agency.". 
SEC. 9469. EXTENDED STATUTE OF LIMITATION 

FOR COLLECTION OF ARREARAGES. 
(a) AMENDMENTS.-Section 466(a)(9) (42 

U.S.C. 666(a)(9)) is amended-
(1) by striking "(9) Procedures" and insert-

ing the following: 
"(9) LEGAL TREATMENT OF ARREARS.
"(A) FINALITY.-Procedures" ; 
(2) by redesignating subparagraphs (A), (B), 

and (C) as clauses (i), (ii), and (iii), respec
tively, and by indenting each of such clauses 
2 additional ems to the right; and 

(3) by adding after and below subparagraph 
(A), as redesignated, the following new sub
paragraph: 

"(B) STATUTE OF LIMITATIONS.-Procedures 
under which the statute of limitations on 
any arrearages of child support extends at 
least until the child owed such support is 30 
years of age.". 

(b) APPLICATION OF REQUIREMENT.-The 
amendment made by this section shall not be 
read to require any State law to revive any 
payment obligation which had lapsed prior 
to the effective date of such State law. 
SEC. 9470. CHARGES FOR ARREARAGES. 

(a) STATE LAW REQUIREMENT.-Section 
466(a) (42 U.S.C. 666(a)), as amended by sec
tions 940l(a), 9426(a), 9431, 9442, 9466, and 9467 
of this Act, is amended by inserting after 
paragraph (17) the following: 

"(18) CHARGES FOR ARREARAGES.-Proce
dures providing for the calculation and col
lection of interest or penalties for arrearages 

of child support, and for distribution of such 
interest or penalties collected for the benefit 
of the child (except where the right to sup
port has been assigned to the State).". 

(b) REGULATIONS.-The Secretary of Health 
and Human Services shall establish by regu
lation a rule to resolve choice of law con
flicts arising in the implementation of the 
amendment made by subsection (a). 

(c) CONFORMING AMENDMENT.-Section 
454(21) (42 U.S.C. 654(21)) is repealed. 

(d) EFFECTIVE DATE.-The amendments 
made by this section shall be effective with 
respect to arrearages accruing on or after 
October 1,.1998. 
SEC. 9471. DENIAL OF PASSPORTS FOR NONPAY

MENT OF CHILD SUPPORT. 
(a) HHS CERTIFICATION PROCEDURE.-
(1) SECRETARIAL RESPONSIBILITY.-Section 

452 (42 U.S.C. 652), as amended by sections 
9415(a)(3) and 9417 of this Act, is amended by 
adding at the end the following new sub
section: 

" (l) CERTIFICATIONS FOR PURPOSES OF PASS
PORT RESTRICTIONS.-

"(l) IN GENERAL.-Where the Secretary re
ceives a certification by a State agency in 
accordance with the requirements of section 
454(28) that an individual owes arrearages of 
child support in an amount exceeding $5,000 
or in an amount exceeding 24 months' worth 
of child support, the Secretary shall trans
mit such certification to the Secretary of 
State for action (with respect to denial, rev
ocation, or limitation of passports) pursuant 
to section 9471(b) of the Omnibus Budget 
Reconciliation Act of 1995. 

"(2) LIMIT ON LIABILITY .-The Secretary 
shall not be liable to an individual for any 
action with respect to a certification by a 
State agency under this section.". 

(2) STATE CSE AGENCY RESPONSIBILITY.
Section 454 (42 U.S.C. 654), as amended by 
sections 9404(a), 9414(b), and 9422(a) of this 
Act, is amended-

(A) by striking "and" at the end of para
graph (26); 

(B) by striking the period at the end of 
paragraph (27) and inserting"; and" ; and 

(C) by adding after paragraph (27) the fol
lowing new paragraph: 

"(28) provide that the State agency will 
have in effect a procedure (whi<:h may be 
combined with the procedure for tax refund 
offset under section 464) for certifying to the 
Secretary, for purposes of the procedure 
under section 452(1) (concerning denial of 
passports) determinations that individuals 
owe arrearages of child support in an amount 
exceeding $5,000 or in an amount exceeding 24 
months' worth of child support, under which 
procedure--

"(A) each individual concerned is afforded 
notice of such determination and the con
sequences thereof, and an opportunity to 
contest the determination; and 

"(B) the certification by the State agency 
is furnished to the Secretary in such format, 
and accompanied by such supporting docu
mentation, as the Secretary may require.". 

(b) STATE DEPARTMENT PROCEDURE FOR DE
NIAL OF PASSPORTS.-

(1) IN GENERAL.-The Secretary of State, 
upon certification by the Secretary of Health 
and Human Services, in accordance with sec
tion 452(1) of the Social Security Act, that an 
individual owes arrearages of child support 
in excess of $5,000, shall refuse to issue a 
passport to such individual , and may revoke, 
restrict, or limit a passport issued previously 
to such individual. 

(2) LIMIT ON LIABILITY .-The Secretary of 
State shall not be liable to an individual for 
any action with respect to a certification by 
a State agency under this section. 
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(c) EFFECTIVE DATE.-This section and the 

amendments made by this section shall be
come effective October 1, 1996. 
SEC. 9472. INTERNATIONAL CHILD SUPPORT EN

FORCEMENT. 
(a) SENSE OF THE CONGRESS THAT THE UNIT

ED STATES SHOULD RATIFY THE UNITED NA
TIONS CONVENTION OF 1956.-It is the sense of 
the Congress that the United States should 
ratify the United Nations Convention of 1956. 

(b) TREATMENT OF INTERNATIONAL CHILD 
SUPPORT CASES AS INTERSTATE CASES.-Sec
tion 454 (42 U.S.C. 654), as amended by sec
tions 9404(a), 9414(b), 9422(a), and 9471(a)(2) of 
this Act, is amended-

(1) by striking "and" at the end of para
graph (27); 

(2) by striking the period at the end of 
paragraph (28) and inserting "; and"; and 

(3) by inserting after paragraph (28) the fol
lowing: 

"(29) provide that the State must treat 
international child support cases in the same 
manner as the State treats interstate child 
support cases.". 
SEC. 9473. SEIZURE OF LO'ITERY WINNINGS, SET· 

TI.EMENTS, PAYOUTS, AWARDS, AND 
BEQUESTS, AND SALE OF FOR
FEITED PROPERTY, TO PAY CHILD 
SUPPORT ARREARAGES. 

Section 466(a) (42 U.S.C. 666(a)), as amended 
by sections 9401(a), 9426(a), 9431, 9442, 9466, 
9467, and 9470(a) of this Act, is amended by 
inserting after paragraph (18) the following: 

"(19) Procedures, in addition to other in
come withholding procedures, under which a 
lien is imposed against property with the fol
lowing effect: 

"(A) The distributor of the winnings from 
a State lottery or State-sanctioned or tribal
sanctioned gambling house or casino shall-

"(i) suspend payment of the winnings from 
the person otherwise entitled to the payment 
until an inquiry is made to and a response is 
received from the State child support en
forcement agency as to whether the person 
owes a child support arrearage; and 

"(ii) if there is such an arrearage, withhold 
from the payment the lesser of the amount 
of the payment or the amount of the arrear
age, and pay the amount withheld to the 
agency for distribution. 

"(B) The person required to make a pay
ment under a policy of insurance or a settle
ment of a claim made with respect to the 
policy shall-

"(i) suspend the payment until an inquiry 
is made to and a response received from the 
agency as to whether the person otherwise 
entitled to the payment owes a child support 
arrearage; and 

"(ii) if there is such an arrearage, withhold 
from the payment the lesser of the amount 
of the payment or the amount of the arrear
age, and pay the amount withheld to the 
agency for distribution. 

"(C) The payor of any amount pursuant to 
an award, judgment, or settlement in any ac
tion brought in Federal or State court 
shall-

"(i) suspend the payment of the amount 
until an inquiry is made to and a response is 
received from the agency as to whether the 
person otherwise entitled to the payment 
owes a child support arrearage; and 

"(ii) if there is such an arrearage, withhold 
from the payment the lesser of the amount 
of the payment or the amount of the arrear
age, and pay the amount withheld to the 
agency for distribution. 

"(D) If the State seizes property forfeited 
to the State by an individual by reason of a 
criminal conviction, the State shall-

"(i) hold the property until an inquiry is 
made to and a response is received from the 

agency as to whether the individual owes a 
child support arrearage; and 

"(ii) ' if there is such an arrearage, sell the 
property and, after satisfying the claims of 
all other private or public claimants to the 
property and deducting from the proceeds of 
the sale the attendant costs (such as for tow
ing, storage, and the sale), pay the lesser of 
the remaining proceeds or the amount of the 
arrearage directly to the agency for distribu
tion. 

"(E) Any person required to make a pay
ment in respect of a decedent shall-

"(i) suspend the payment until an inquiry 
is made to and a response received from the 
agency as to whether the person otherwise 
entitled to the payment owes a child support 
arrearage; and 

"(ii) if there is such an arrearage, withhold 
from the payment the lesser of the amount 
of the payment or the amount of the arrear
age, and pay the amount withheld to the 
agency for distribution.". 
SEC. 9474. LIABILITY OF GRANDPARENTS FOR Fl· 

NANCIALSUPPORTOFCHILDRENOF 
THEm MINOR CHILDREN. 

Section 466(a) (42 U.S.C. 666(a)), as amended 
by sections 9401(a), 9426(a), 9431, 9442, 9466, 
9467. 9470(a), and 9473 of this Act, is amended 
by inserting after paragraph (19) the follow
ing: 

"(20) Procedures under which each parent 
of an individual who has not attained 18 
years of age is liable for the financial sup
port of any child of the individual to the ex
tent that the individual is unable to provide 
such support. The preceding sentence shall 
not apply to the State if the State plan ex
plicitly provides for such inapplicability.". 
SEC. 9475. SENSE OF THE CONGRESS REGARDING 

PROGRAMS FOR NONCUSTODIAL 
PARENTS UNABLE TO MEET CHILD 
SUPPORT OBLIGATIONS. 

It is the sense of the Congress that the 
States should develop programs, such as the 
program of the State of Wisconsin known as 
the "Children's First Program", that are de
signed to work with noncustodial parents 
who are unable to meet their child support 
obligations. 

CHAPrER 8-MEDICAL SUPPORT 
SEC. 9481. TECHNICAL CORRECTION TO ERISA 

DEFINITION OF MEDICAL CHILD 
SUPPORT ORDER. 

(a) IN GENERAL.-Section 609(a)(2)(B) of the 
Employee Retirement Income Security Act 
of 1974 (29 U.S.C. 1169(a)(2)(B)) is amended

(1) by striking "issued by a court of com
petent jurisdiction"; 

(2) by striking the period at the end of 
clause (ii) and inserting a comma; and 

(3) by adding, after and below clause (ii), 
the following: 
"if such judgment, decree, or order (I) is is
sued by a court of competent jurisdiction or 
(II) is issued by an administrative adjudica
tor and has the force and effect of law under 
applicable State law.". 

(b) EFFECTIVE DATE.-
(1) IN GENERAL.-The amendments made by 

this section shall take effect on the date of 
the enactment of this Act. 

(2) PLAN AMENDMENTS NOT REQUIRED UNTIL 
JANUARY 1, 1996.-Any amendment to a plan 
required to be made by an amendment made 
by this section shall not be required to be 
made before the first plan year beginning on 
or after January 1, 1996, if-

(A) during the period after the date before 
the date of the enactment of this Act and be
fore such first plan year, the plan is operated 
in accordance with the requirements of the 
amendments made by this section, and 

(B) such plan amendment applies retro
actively to the period after the date before 

the date of the enactment of this Act and be
fore such first plan year. 
A plan shall not be treated as failing to be 
operated in accordance with the provisions 
of the plan merely because it operates in ac
cordance with this paragraph. 

CHAPrER 9-FOOD STAMP PROGRAM 
REQUIREMENTS 

SEC. 9491. COOPERATION WITH CHILD SUPPORT 
AGENCIES. 

Section 6 of the Food Stamp Act of 1977 (7 
U.S.C. 2015) is amended adding at the end the 
following: 

"(i) CUSTODIAL PARENT'S COOPERATION 
WITH CHILD SUPPORT AGENCIES.-

"(!) IN GENERAL.-At the option of a State 
agency, subject to paragraphs (2) and (3), no 
natural or adoptive parent or other individ
ual (collectively referred to in this sub
section as 'the individual') who is living with 
and exercising parental control over a child 
under the age of 18 who has an absent parent 
shall be eligible to participate in the food 
stamp program unless the individual cooper
ates with the State agency administering 
the program established under part D of title 
IV of the Social Security Act (42 U.S.C. 651 
et seq.)-

"(A) in establishing the paternity of the 
child (if the child is born out of wedlock); 
and 

"(B) in obtaining support for
"(i) the child; or 
"(ii) the individual and the child. 
"(2) GOOD CAUSE FOR NONCOOPERATION.

Paragraph (1) shall not apply to the individ
ual if good cause is found for refusing to co
operate, as determined by the State agency 
in accordance with standards prescribed by 
the Secretary in consultation with the Sec
retary of Health and Human Services. The 
standards shall take into consideration cir
cumstances under which cooperation may be 
against the best interests of the child. 

"(3) FEES.-Paragraph (1) shall not require 
the payment of a fee or other cost for serv
ices provided under part D of title IV of the 
Social Security Act (42 U.S.C. 651 et seq.). 

"(j) NON-CUSTODIAL PARENT'S COOPERATION 
WITH CHILD SUPPORT AGENCIES.-

"(!) IN GENERAL.-At the option of a State 
agency, subject to paragraphs (2) and (3), a 
putative or identified non-custodial parent 
of a child under the age of 18 (referred to in 
this subsection as 'the individual') shall not 
be eligible to participate in the food stamp 
program if the individual refuses to cooper
ate with the State agency administering the 
program established under part D of title IV 
of the Social Security Act (42 U.S.C. 651 et 
seq.)-

"(A) in establishing the paternity of the 
child (if the child is born out of wedlock); 
and 

"(B) in providing support for the child. 
"(2) REFUSAL TO COOPERATE.-
"(A) GUIDELINES.-The Secretary, in con

sultation with the Secretary of Health and 
Human Services, shall develop guidelines on 
what constitutes a refusal to cooperate 
under paragraph (1). 

"(B) PROCEDURES.-The State agency shall 
develop procedures, using guidelines devel
oped under subparagraph (A), for determin
ing whether an individual is refusing to co
operate under paragraph (1). 

" (3) FEES.-Paragraph (1) shall not require 
the payment of a fee or other cost for serv
ices provided under part D of title IV of the 
Social Security Act (42 U.S.C. 651 et seq.). 

"(4) PRIVACY.-The State agency shall pro
vide safeguards to restrict the use of infor
mation collected by a State agency admin
istering the program established under part 
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D of title IV of the Social Security Act (42 
U.S.C. 651 et seq.) to purposes for which the 
information is collected.". 

SEC. 9492. DISQUALIFICATION FOR CHILD SUP· 
PORT ARREARS. 

Section 6 of the Food Stamp Act of 1977 (7 
U.S.C. 2015), as amended by section 9491 of 
this Act, is amended by adding at the end 
the following: 

"(k) DISQUALIFICATION FOR CHILD SUPPORT 
ARREARS.-

"(l) IN GENERAL.-At the option of a State 
agency, except as provided in paragraph (2), 
no individual shall be eligible to participate 
in the food stamp program as a member of 
any household during any month that the in
dividual is delinquent in any payment due 
under a court order for the support of a child 
of the individual. 

"(2) ExCEPTIONS.-Paragraph (1) shall not 
apply if-

"(A) a court is allowing the individual to 
delay payment; or 

"(B) the individual is complying with a 
payment plan approved by a court or the 
State agency designated under part D of title 
IV of the Social Security Act (42 U.S.C. 651 
et seq.) to provide support for the child of 
the individual.". 

CHAPI'ERlO-EFFECTOFENACTMENT 

SEC. 9498. EFFECTIVE DATES. 

(a) IN GENERAL.-Except as otherwise spe
cifically provided (but subject to subsections 
(b) and (c))-

(1) provisions of this title requiring enact
ment or amendment of State laws under sec
tion 466 of the Social Security Act, or revi
sion of State plans under section 454 of such 
Act, shall be effective with respect to periods 
beginning on and after October 1, 1996; and 

(2) all other provisions of this title shall 
become effective upon enactment. 

(b) GRACE PERIOD FOR STATE LAW 
CHANGES.-The provisions of this title shall 
become effective with respect to a State on 
the later of-

(1) the date specified in this title, or 
(2) the effective date of laws enacted by the 

legislature of such State implementing such 
provisions, 
but in no event later than the first day of the 
first calendar quarter beginning after the 
close of the first regular session of the State 
legislature that begins after the date of en
actment of this Act. For purposes of the pre
vious sentence, in the case of a State that 
has a 2-year legislative session, each year of 
such session shall be deemed to be a separate 
regular session of the State legislature. 

(c) GRACE PERIOD FOR STATE CONSTITU
TIONAL AMENDMENT.-A State shall not be 
found out of compliance with any require
ment enacted by this title if it is unable to 
comply without amending the State con
stitution until the earlier of-

(1) the date one year after the effective 
date of the necessary State constitutional 
amendment, or 

(2) the date five years after enactment of 
this title. 

SEC. 9499. SEVERABILITY. 

If any provision of this title or the applica
tion thereof to any person or circumstance is 
held invalid, the invalidity shall not affect 
other provisions or applications of this title 
which can be given effect without regard to 
the invalid provision or application, and to 
this end the provisions of this title shall be 
severable. 

Subtitle E-Teen Pregnancy And Family 
Stability 

SEC. 9501. STATE OPl'ION TO DENY TEMPORARY 
EMPWYMENT ASSISTANCE FOR AD· 
DITIONAL CHILDREN. 

(a) IN GENERAL.-Section 402(d)(l), as added 
by section 9101(a) of this Act, is amended

(1) by striking "(1) DETERMINATION OF 
NEED.-" and inserting the following: 

"(l) DETERMINATION OF NEED.
"(A) IN GENERAL.-"; and 
(2) by adding at the end the following: 
"(B) OPTIONAL DENIAL OF ASSISTANCE TO 

FAMILIES HAVING ADDITIONAL CHILDREN WHILE 
RECEIVING ASSISTANCE.-At the option of the 
State, the State plan may provide that---

"(i)(l) a child shall not be considered a 
needy child if the child is born (other than as 
a result of rape or incest) to a member of a 
family-

"(aa) while the family was a recipient of 
assistance under the State plan; or 

"(bb) during the 6-month period ending 
with the date the family applied for such as
sistance; and 

"(II) if the value of assistance to a family 
under the State plan approved under this 
part is reduced by reason of subclause (1), 
each member of the family shall be consid
ered to be receiving such assistance for pur
poses of eligibility for medical assistance 
under the State plan approved under title 
XIX for so long as assistance to the family 
under the State plan approved under this 
part would otherwis-e not be so reduced; and 

"(ii) if the State exercises the option, the 
State may provide the family with vouchers, 
in amounts not exce_eding the amount of any 
such reduction in assistance, that may be 
used only to pay for particular goods and 
services specified by the State as suitable for 
the care of the child of the parent (such as 
diapers, clothing, or school supplies).". 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) of this section shall 
take effect in the same manner as the 
amendment made by section 9101(a) takes ef
fect. 
SEC. 9502. SUPERVISED LIVING ARRANGEMENTS 

FOR MINORS. 
(a) IN GENERAL.-Section 402(c), as added 

by section 9101(a) of this Act, is amended by 
adding at the end the following: 

"(8) SUPERVISED LIVING ARRANGEMENTS FOR 
MINORS.-The State plan shall provide that---

"(A) except as provided in subparagraph 
(B), in the case of any individual who is 
under age 18 and has never married, and who 
has a needy child in his or her care (or is 
pregnant and is eligible for temporary em
ployment assistance under the State plan)-

"(i) such individual may receive such as
sistance for the individual and such child (or 
for herself in the case of a pregnant woman) 
only if such individual and child (or such 
pregnant woman) reside in a place of resi
dence maintained by a parent, legal guard
ian, or other adult relative of such individual 
as such parent's, guardian's, or adult rel
ative's own home; and 

"(ii) such assistance (where possible) shall 
be provided to the parent, legal guardian, or 
other adult relative on behalf of such indi
vidual and child; and 

"(B)(i) in the case of an individual de
scribed in clause (ii)-

"(l) the State agency shall assist such indi
vidual in locating an appropriate adult-su
pervised supportive living arrangement tak
ing into consideration the needs and con
cerns of the individual, unless the State 
agency determines that the individual 's cur
rent living arrangement is appropriate, and 
thereafter shall require that the individual 

(and child, if any) reside in such living ar
rangement as a condition of the continued 
receipt of assistance under the plan (or in an 
alternative appropriate arrangement, should 
circumstances change and the current ar
rangement cease to be appropriate), or 

"(II) if the State agency is unable, after 
making diligent efforts, to locate any such 
appropriate living arrangement, the State 
agency shall provide for comprehensive case 
management, monitoring, and other social 
services consistent with the best interests of 
the individual (and child) while living inde
pendently (as determined by the State agen
cy); and 

"(ii) for purposes of clause (i), an individ
ual is described in this clause if-

"(!) such individual has no parent or legal 
guardian of his or her own who is living and 
whose whereabouts are known; 

"(II) no living parent or legal guardian of 
such individual allows the individual to live 
in the home of such parent or guardian; 

"(III) the State agency determines that the 
physical or emotional health of such individ
ual or any needy child of the individual 
would be jeopardized if such individual and 
such needy child lived in the same residence 
with such individual's own parent or legal 
guardian; or 

"(IV) the State agency otherwise deter
mines (in accordance with regulations issued 
by the Secretary) that it is in the best inter
est of the needy child to waive the require
ment of subparagraph (A) with respect to 
such individual.". 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) of this section shall 
take effect in the same manner as the 
amendment made by section 9101(a) takes ef
fect. 
SEC. 9503. NATIONAL CLEARINGHOUSE ON ADO

LESCENT PREGNANCY. 
(a) IN GENERAL.-Title xx (42 u.s.c. 1397-

1397!), as amended by section 9205(b) of this 
Act, is amended by adding at the end the fol
lowing: 
"SEC. 2010. NATIONAL CLEARINGHOUSE ON ADO

LESCENT PREGNANCY. 
"(a) NATIONAL CLEARINGHOUSE ON ADOLES

CENT PREGNANCY.-
"(l) ESTABLISHMENT.-The responsible Fed

eral officials shall establish, through grant 
or contract, a national center for the collec
tion and provision of programmatic informa
tion and technical assistance that relates to 
adolescent pregnancy prevention programs, 
to be known as the 'National Clearinghouse 
on Adolescent Pregnancy Prevention Pro
grams' . 

"(2) FUNCTIONS.-The national center es
tablished under paragraph (1) shall serve as a 
national information and data clearing
house, and as a training, technical assist
ance, and material development source for 
adolescent pregnancy prevention programs. 
Such center shall-

"(A) develop and maintain a system for 
disseminating information on all types of ad
olescent pregnancy prevention program and 
on the state of adolescent pregnancy preven
tion program development, including infor
mation concerning the most effective model 
programs; 

"(B) develop and sponsor a variety of train
ing institutes and curricula for adolescent 
pregnancy prevention program staff; 

"(C) identify model programs representing 
the various types of adolescent pregnancy 
prevention programs; 

"(D) develop technical assistance mate
rials and activities to assist other entities in 
establishing and improving adolescent preg
nancy prevention programs; 
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"(E) develop networks of adolescent preg

nancy prevention programs for the purpose 
of sharing and disseminating information; 
and 

"(F) conduct such other activities as the 
responsible Federal officials find will assist 
in developing and carrying out programs or 
activities to reduce adolescent pregnancy. 

"(b) FUNDING.-The responsible Federal of
ficials shall make grants to eligible entities 
for the establishment and operation of a Na
tional Clearinghouse on Adolescent Preg
nancy Prevention Programs under sub
section (a) so that in the aggregate the ex
penditures for such grants do not exceed 
$2,000,000 for fiscal year 1996, $4,000,000 for fis
cal year 1997, $8,000,000 for fiscal year 1998, 
and $10,000,000 for fiscal year 1999 and each 
subsequent fiscal year. 

"(c) DEFINITIONS.-As used in this section: 
"(1) ADOLESCENTS.-The term 'adolescents' 

means youth who are ages 10 through 19. 
"(2) ELIGIBLE ENTITY.-The term 'eligible 

entity' means a partnership that includes
"(A) a local education agency, acting on 

behalf of one or more schools, together with 
"(B) one or more community-based organi

zations, institutions of higher education, or 
public or private agencies or organizations. 

"(3) ELIGIBLE AREA.-The term 'eligible 
area' means a school attendance area in 
which-

"(A) at least 75 percent of the children are 
from low-income families as that term is 
used in part A of title I of the Elementary 
and Secondary Education Act of 1965; or 

"(B) the number of children receiving as
sistance under a State plan approved under 
part A of title IV of this Act is substantial as 
determined by the responsible Federal offi
cials; or 

"(C) the unmarried adolescent birth rate is 
high, as determined by the responsible Fed
eral officials. 

"(4) SCHOOL.-The term 'school' means a 
public elementary, middle, or secondary 
school. 

"(5) RESPONSIBLE FEDERAL OFFICIALS.-The 
term 'responsible Federal officials' means 
the Secretary of Education, the Secretary of 
Health and Human Services, and the Chief 
Executive Officer of the Corporation for Na
tional and Community Service.". 

(b) EFFECTIVE DATE.-The amendment 
made by this section shall become effective 
January 1, 1996. 
SEC. 9504. REQUIRED COMPLETION OF HIGH 

SCHOOL OR OTHER TRAINING FOR 
TEENAGE PARENTS. 

(a) IN GENERAL.-Section 403(b)(l)(D), as 
added by section 9101(a) of this Act, is 
amended-

(1) by inserting "(i)" after "(D)"; and 
(2) by adding at the end the following: 
"(ii) in the case of a client who is a custo

dial parent who is under age 18 (or age 19, at 
the option of the State), has not successfully 
completed a high-school education (or its 
equivalent), and is required to participate in 
the Work First program (including an indi
vidual who would otherwise be exempt from 
participation in the program), shall provide 
that-

"(!) such parent participate in-
"(aa) educational activities directed to

ward the attainment of a high school di
ploma or its equivalent on a full-time (as de
fined by the educational provider) basis; or 

"(bb) an alternative educational or train
ing program on a full-time (as defined by the 
provider) basis; and 

"(II) child care be provided in accordance 
with section 2009 with respect to the fam
ily.". 

(b) STATE OPTION TO PROVIDE ADDITIONAL 
INCENTIVES AND PENALTIES TO ENCOURAGE 
TEEN PARENTS TO COMPLETE HIGH SCHOOL 
AND PARTICIPATE IN PARENTING ACTIVITIES.-

(1) STATE PLAN.-Section 403(b)(l)(D), as 
amended by subsection (a) of this section, is 
amended by adding at the end the following: 

"(iii) at the option of the State, may pro
vide that the client who is a custodial parent 
or pregnant woman who is under age 19 (or 
age 21, at the option of the State) participate 
in a program of monetary incentives and 
penalties which-

"(!) may, at the option of the State, re
quire full-time participation by such custo
dial parent or pregnant woman in secondary 
school or equivalent educational activities, 
or participation in a course or program lead
ing to a skills certificate found appropriate 
by the State agency or parenting education 
activities (or any combination of such ac
tivities and secondary education); 

"(II) shall require that the needs of such 
custodial parent or pregnant woman be re
viewed and the program assure that, either 
in the initial development or revision of such 
individual's individual responsibility plan, 
there will be included a description of the 
services that will be provided to the client 
and the way in which the program and serv
ice providers will coordinate with the edu
cational or skills training activities in which 
the client is participating; 

"(Ill) shall provide monetary incentives 
(to be treated as assistance under the State 
plan) for more than minimally acceptable 
performance of required educational activi
ties; 

"(IV) shall provide penalties (which may be 
those required by subsection (e) or, with the 
approval of the Secretary, other monetary 
penalties that the State finds will better 
achieve the objectives of the program) for 
less than minimally acceptable performance 
of required activities; 

"(V) shall provide that when a monetary 
incentive is payable because of the more 
than minimally acceptable performance of 
required educational activities by a custo
dial parent, the incentive be paid directly to 
such parent, regardless of whether the State 
agency makes payment of assistance under 
the State plan directly to such parent; and 

"(VI) for purposes of any other Federal or 
federally-assisted program based on need, 
shall not consider any monetary incentive 
paid under the State plan as income in deter
mining a family's eligibility for or amount 
of benefits under such program, and if assist
ance is reduced by reason of a penalty under 
this clause, such other program shall treat 
the family involved as if no such penalty has 
been applied.". 

(C) EFFECTIVE DATE.-The amendments 
made by this section shall take effect in the 
same manner as the amendment made by 
section 9101(a) takes effect. 

SEC. 9505. DENIAL OF FEDERAL HOUSING BENE· 
FITS TO MINORS WHO BEAR CHIL
DREN OUT-OF-WEDLOCK. 

(a) PROHIBITION OF ASSISTANCE.-Notwith
standing any other provision of law, a house
hold whose head of household is an individ
ual who has borne a child out-of-wedlock be
fore attaining 18 years of age may not be 
provided Federal housing assistance for a 
dwelling unit until attaining such age, un
less-

(1) after the birth of the child-
(A) the individual marries an individual 

who has been determined by the relevant 
State to be the biological father of the child; 
or 

(B) the biological parent of the child has 
legal custody of the child and marries an in
dividual who legally adopts the child; 

(2) the individual is a biological and custo
dial parent of another child who was not 
born out-of-wedlock; or 

(3) eligibility for such Federal housing as
sistance is based in whole or in part on any 
disability or handicap of a member of the 
household. 

(b) DEFINITIONS.-For purposes of this sec
tion, the following definitions shall apply: 

(1) COVERED PROGRAM.-The term "covered 
program" means-

(A) the program of rental assistance on be
half of low-income families provided under 
section 8 of the United States Housing Act of 
1937 (42 u.s.c. 1437f); 

(B) the public housing program under title 
I of the United States Housing Act of 1937 (42 
U.S.C. 1437 et seq.); 

(C) the program of rent supplement pay
ments on behalf of qualified tenants pursu
ant to contracts entered into under section 
101 of the Housing and Urban Development 
Act of 1965 (12 U.S.C. 1701s); 

(D) the program of interest reduction pay
ments pursuant to contracts entered into by 
the Secretary of Housing and Urban Develop
ment under section 236 of the National Hous
ing Act (12 U.S.C. 1715z-1); 

(E) the program for mortgage insurance 
provided pursuant to sections 221(d) (3) or (4) 
of the National Housing Act (12 U.S.C. 
1715l(d)) for multifamily housing for low- and 
moderate-income families; 

(F) the rural housing loan program under 
section 502 of the Housing Act of 1949 (42 
u.s.c. 1472); . 

(G) the rural housing loan guarantee pro
gram under section 502(h) of the Housing Act 
of 1949 (42 U.S.C. 1472(h)); 

(H) the loan and grant programs under sec
tion 504 of the Housing Act of 1949 (42 U.S.C. 
1474) for repairs and improvements to rural 
dwellings; 

(I) the program of loans for rental and co
operative rural housing under section 515 of 
the Housing Act of 1949 (42 U.S.C. 1485); 

(J) the program of rental assistance pay
ments pursuant to contracts entered into 
under section 521(a)(2)(A) of the Housing Act 
of 1949 (42 U.S.C. 1490a(a)(2)(A)); 

(K) the loan and assistance programs under 
sections 514 and 516 of the Housing Act of 
1949 (42 U.S.C. 1484, 1486) for housing for farm 
labor; 

(L) the program of grants and loans for 
mutual and self-help housing and technical 
assistance under section 523 of the Housing 
Act of 1949 (42 U.S.C. 1490c); 

(M) the program of grants for preservation 
and rehabilitation of housing under section 
533 of the Housing Act of 1949 (42 U.S.C. 
1490m); and 

(N) the program of site loans under section 
524 of the Housing Act of 1949 (42 U.S.C. 
1490d). 

(2) COVERED PROJECT.-The term "covered 
project" means any housing for which Fed
eral housing assistance is provided that is 
attached to the project or specific dwelling 
units in the project. 

(3) FEDERAL HOUSING ASSISTANCE.-The 
term "Federal housing assistance" means-

(A) assistance provided under a covered 
program in the form of any contract, grant, 
loan, subsidy, cooperative agreement, loan 
or mortgage guarantee or insurance, or other 
financial assistance; or 

(B) occupancy in a dwelling unit that is
(i) provided assistance under a covered pro

gram; or 
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(ii) located in a covered project and subject 

to occupancy limitations under a covered 
program that are based on income. 

(4) STATE.-The term "State" means the 
States of the United States, the District of 
Columbia, the Commonwealth of Puerto 
Rico, the Commonwealth of the Northern 
Mariana Islands, Guam, the Virgin Islands, 
American Samoa, and any other territory or 
possession of the United States. 

(c) LIMITATIONS ON APPLICABILITY.-Sub
section (a) shall not apply to Federal hous
ing assistance provided for a household pur
suant to an application or request for such 
assistance made by such household before 
the effective date of this Act if the household 
was receiving such assistance on the effec
tive date of this Act. 
SEC. 9506. STATE OPI'ION TO DENY TEMPORARY 

EMPLOYMENT ASSISTANCE TO 
MINOR PARENTS. 

(a) IN GENERAL.-Section 402(d)(l), as added 
by section 910l(a) of this Act and as amended 
by section 950l(a) of this Act, is amended by 
adding at the end the following: 

"(C) OPTIONAL DENIAL OF ASSISTANCE TO 
MINOR PARENTS.-At the option of the State, 
the State plan may provide that-

"(i)(I) in determining the need of a family, 
the State may disregard the needs of any 
family member who is a parent and has not 
attained 18 years of age or such lesser age as 
the State may prescribe; and 

"(II) if the value of the assistance provided 
to a family under the State plan approved 
under this part is reduced by reason of sub
clause (I), each member of the family shall 
be considered to be receiving such assistance 
for purposes of eligibility for medical assist
ance under the State plan approved under 
title XIX for so long as such assistance under 
the State plan approved under this part 
would otherwise not be so reduced; and 

"(ii) if the State exercises the option, the 
State may provide the family with vouchers, 
in amounts not exceeding the value of any 
such reduction in assistance, that may be 
used only to pay for-

"(I) particular goods and services specified 
by the State as suitable for the care of the 
child of the parent (such as diapers, clothing, 
or cribs); and 

"(II) the costs associated with a maternity 
home, foster home, or other adult-supervised 
supportive living arrangement in which the 
parent and the child live.". 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) shall take effect in 
the same manner in which the amendment 
made by section 910l(a) takes effect. 
Title IX, Subtitle F 

Subtitle F-SSI Reform 
SEC. 9601. DEFINITION AND ELIGIBILITY RULES. 

(a) DEFINITION OF CHILDHOOD DISABILITY.
Section 1614(a)(3) (42 U.S.C. 1382c(a)(3)) is 
amended-

(!) in subparagraph (A), by striking "An in
dividual" and inserting "Except as provided 
in subparagraph (C), an individual"; 

(2) in subparagraph (A), by striking "(or, in 
the case of an individual under the age of 18, 
if he suffers from any medically determina
ble physical or mental impairment of com
parable severity)"; · 

(3) by redesignating subparagraphs (C) 
through (H) as subparagraphs (D) through (I), 
respectively; 

(4) by inserting after subparagraph (B) the 
following new subparagraph: 

"(C) An individual under the age of 18 shall 
be considered disabled for the purposes of 
this title if that individual has a medically 
determinable physical or mental impair
ment, which results in marked and severe 

functional limitations, and which can be ex
pected to result in death or which has lasted 
or can be expected to last for a continuous 
period of not less than 12 months."; and 

(5) in subparagraph (F), as so redesignated 
by paragraph (3) of this subsection, by strik
ing "(D)" and inserting "(E)". 

(b) CHANGES TO CHILDHOOD SSI REGULA
TIONS.-

(1) MODIFICATION TO MEDICAL CRITERIA FOR 
EVALUATION OF MENTAL AND EMOTIONAL DIS
ORDERS.-The Commissioner of Social Secu
rity shall modify sections 112.00C.2. and 
112.02B.2.c.(2) of appendix 1 to subpart P of 
part 404 of title 20, Code of Federal Regula
tions, to eliminate references to maladaptive 
behavior in the domain of personal/ 
behavorial function. 

(2) DISCONTINUANCE OF INDIVIDUALIZED 
FUNCTIONAL ASSESSMENT.-The Commissioner 
of Social Security shall discontinue the indi
vidualized functional assessment for children 
set forth in sections 416.924d and 416.924e of 
title 20, Code of Federal Regulations. 

(c) EFFECTIVE DATE; REGULATIONS; APPLI
CATION TO CURRENT RECIPIENTS.-

(!) IN GENERAL.-The amendments made by 
subsections (a) and (b) shall apply to appli
cants for benefits for months beginning on or 
after the date of the enactment of this Act, 
without regard to whether regulations have 
been issued to implement such amendments. 

(2) REGULATIONS.-The Commissioner of 
Social Security shall issue such regulations 
as the Commissioner determines to be nec
essary to implement the amendments made 
by subsections (a) and (b) not later than 60 
days after the date of the enactment of this 
Act. 

(3) APPLICATION TO CURRENT RECIPIENTS.
(A) ELIGIBILITY DETERMINATIONS.-Not 

later than 1 year after the date of the enact
ment of this Act, the Commissioner of Social 
Security shall redetermine the eligibility of 
any individual under age 18 who is receiving 
supplemental security income benefits based 
on a disability under title XVI of the Social 
Security Act as of the date of the enactment 
of this Act and whose eligibility for such 
benefits may terminate by reason of the 
amendments made by subsection (a) or (b). 
With respect to any redetermination under 
this subparagraph-

(i) section 1614(a)(4) of the Social Security 
Act (42 U.S.C. 1382c(a)(4)) shall not apply; 

(ii) the Commissioner of Social Security 
shall apply the eligibility criteria for new 
applicants for benefits under title XVI of 
such Act; • 

(iii) the Commissioner shall give such rede
termination priority over all continuing eli
gibility reviews and other reviews under 
such title; and 

(iv) such redetermination shall be counted 
as a review or redetermination otherwise re
quired to be made under section 208 of the 
Social Security Independence and Program 
Improvements Act of 1994 or any other provi
sion of title XVI of the Social Security Act. 

(B) GRANDFATHER PROVISION.-The amend
ments made by subsections (a) and (b), and 
the redetermination under subparagraph (A), 
shall only apply with respect to the benefits 
of an individual described in subparagraph 
(A) for months beginning on or after January 
1, 1997. 

(C) NOTICE.-Not later than 90 days after 
the date of the enactment of this Act, the 
Commissioner of Social Security shall notify 
an individual described in subparagraph (A) 
of the provisions of this paragraph. 
SEC. 9602. ELIGIBILITY REDETERMINATIONS AND 

CONTINUING DISABILITY REVIEWS. 
(a) CONTINUING DISABILITY REVIEWS RELAT-

ING TO CERTAIN CHILDREN.-Section 

1614(a)(3)(H) (42 U.S.C. 1382c(a)(3)(H)), as so 
redesignated by section 9601(a)(3) of this Act, 
is amended-

(!) by inserting "(i)" after "(H)"; and 
(2) by adding at the end the following new 

clause: 
"(ii)(I) Not less frequently than once every 

3 years, the Commissioner shall review in ac
cordance with paragraph (4) the continued 
eligibility for benefits under this title of 
each individual who has not attained 18 
years of age and is eligible for such benefits 
by reason of an impairment (or combination 
of impairments) which may improve (or, 
which is unlikely to improve, at the option 
of the Commissioner). 

"(II) A parent or guardian of a recipient 
whose case is reviewed under this clause 
shall present, at the time of review, evidence 
demonstrating that the recipient is, and has 
been, receiving treatment, to the extent con
sidered medically necessary and available, of 
the condition which was the basis for provid
ing benefits under this title.". 

(b) DISABILITY ELIGIBILITY REDETERMINA
TIONS REQUIRED FOR SSI RECIPIENTS WHO AT
TAIN 18 YEARS OF AGE.-

(1) IN GENERAL.-Section 1614(a)(3)(H) (42 
U.S.C. 1382c(a)(3)(H)), as so redesignated by 
section 9601(a)(3) of this Act and as amended 
by subsection (a) of this section, is amended 
by adding at the end the following new 
clause: 

"(iii) If an individual is eligible for benefits 
under this title by reason of disability for 
the month preceding the month in which the 
individual attains the age of 18 years, the 
Commissioner shall redetermine such eligi
bility-

"(I) during the 1-year period beginning on 
the individual's 18th birthday; and 

"(II) by applying the criteria used in deter
mining the initial eligibility for applicants 
who have attained the age of 18 years. 
With respect to a redetermination under this 
clause, paragraph (4) shall not apply and 
such redetermination shall be considered a 
substitute for a review or redetermination 
otherwise required under any other provision 
of this subparagraph during that 1-year pe
riod.". 

(2) CONFORMING REPEAL.-Section 207 of the 
Social Security Independence and Program 
Improvements Act of 1994 (42 U.S.C. 1382 
note; 108 Stat. 1516) is hereby repealed. 

(C) CONTINUING DISABILITY REVIEW RE
QUIRED FOR LOW BIRTH WEIGHT BABIES.-S.ec
tion 1614(a)(3)(H) (42 U.S.C. 1382c(a)(3)(H)), as 
so redesignated by section 9601(a)(3) of this 
Act and as amended by subsections (a) and 
(b) of this section, is amended by adding at 
the end the following new clause: 

"(iv)(I) Not later than 12 months after the 
birth of an individual, the Commissioner 
shall review in accordance with paragraph (4) 
the continuing eligibility for benefits under 
this title by reason of disability of such indi
vidual whose low birth weight is a contribut
ing factor material to the Commissioner's 
determination that the individual is dis
abled. 

"(II) A review under subclause (I) shall be 
considered a substitute for a review other
wise required under any other provision of 
this subparagraph during that 12-month pe
riod. 

"(Ill) A parent or guardian of a recipient 
whose case is reviewed under this clause 
shall present, at the time of review, evidence 
demonstrating that the recipient is, and has 
been, receiving treatment, to the extent con
sidered medically necessary and available, of 
the condition which was the basis for provid
ing benefits under this title.". 
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(d) EFFECTIVE DATE.-The amendments 

made by this section shall apply to benefits 
for months beginning on or after the date of 
the enactment of this Act, without regard to 
whether regulations have been issued to im
plement such amendments. 
SEC. 9603. ADDmONAL ACCOUNTABILITY RE· 

QUIREMENTS. 

(a) TIGHTENING OF REPRESENTATIVE PAYEE 
REQUIREMENTS.-

(!) CLARIFICATION OF ROLE.-Section 
1631(a)(2)(B)(ii) (42 U.S.C. 1383(a)(2)(B)(ii)) is 
amended by striking "and" at the end of sub
clause (II), by striking the period at the end 
of subclause (IV) and inserting "; and", and 
by adding after subclause (IV) the following 
new subclause: 

"(V) advise such person through the notice 
of award of benefits, and at such other times 
as the Commissioner of Social Security 
deems appropriate, of specific examples of 
appropriate expenditures of benefits under 
this title and the proper role of a representa
tive payee.". 

(2) DoCUMENTATION OF EXPENDITURES RE
QUIRED.-

(A) IN GENERAL.-Subparagraph (C)(i) of 
section 163l(a)(2) (42 U.S.C. 1383(a)(2)) is 
amended to read as follows: 

"(C)(i) In any case where payment is made 
to a representative payee of an individual or 
spouse, the Commissioner of Social Security 
shall-

"(!) require such representative payee to 
document expenditures and keep contem
poraneous records of transactions made 
using such payment; and 

"(II) implement statistically valid proce
dures for reviewing a sample of such contem
poraneous records in order to identify in
stances in which such representative payee 
is not properly using such payment.". 

(B) CONFORMING AMENDMENT WITH RESPECT 
TO PARENT PAYEES.-Clause (ii) of section 
163l(a)(2)(C) (42 U.S.C. 1383(a)(2)(C)) is amend
ed by striking "Clause (i)" and inserting 
"Subclauses (II) and (ill) of clause (i)". 

(3) EFFECTIVE DATE.-The amendments 
made by this subsection shall apply to bene
fits paid after the date of the enactment of 
this Act. 

(b) DEDICATED SAVINGS ACCOUNTS.-
(!) IN GENERAL.-Section 1631(a)(2)(B) (42 

U.S.C. 1383(a)(2)(B)) is amended by adding at 
the end the following: 

"(xiv) Notwithstanding clause (x), the 
Commissioner of Social Security may, at the 
request of the representative payee, pay any 
lump sum payment for the benefit of a child 
into a dedicated savings account that could 
only be used to purchase for such child-

"(!) education and job skills training; 
"(II) special equipment or housing modi

fications or both specifically related to, and 
required by the nature of, the child's disabil
ity; and 

"(Ill) appropriate therapy and rehabilita
tion.". 

(2) DISREGARD OF TRUST FUNDS.-Section 
1613(a) (42 U.S.C. 1382b(a)) is amended-

(A) by striking "and" at the end of para
graph (10), 

(B) by striking the period at the end of 
paragraph (11) and inserting"; and", and 

(C) by inserting after paragraph (11) the 
following: 

"(12) all amounts deposited in, or interest 
credited to, a dedicated savings account de
scribed in section 1631(a)(2)(B)(xiv). ". 

(3) EFFECTIVE DATE.-The amendments 
made by this subsection shall apply to pay
ments made after the date of the enactment 
of this Act. 

SEC. 9604. DENIAL OF SSI BENEFITS BY REASON 
OF DISABILITY TO DRUG ADDICTS 
AND ALCOHOLICS. 

(a) IN GENERAL.-Section 1614(a)(3) (42 
U.S.C. 1382c(a)(3)), as amended by section 
9601(a)(3) of this Act, is amended by adding 
at the end the following: 

"(J) Notwithstanding subparagraph (A), an 
individual shall not be considered to be dis
abled for purposes of this title if alcoholism 
or drug addiction would (but for this sub
paragraph) be a contributing factor material 
to the Commissioner's determination that 
the individual is disabled.". 

(b) CONFORMING AMENDMENTS.-
(!) Section 16ll(e) (42 U.S.C. 1382(e)) is 

amended by striking paragraph (3). 
(2) Section 1613(a)(12) (42 U.S.C. 

1382b(a)(l2)) is amended by striking 
"1631(a)(2)(B)(xiv)" and inserting 
"163l(a)(2)(B)(xiii)". 

(3) Section 163l(a)(2)(A)(ii) (42 U.S.C. 
1383(a)(2)(A)(ii)) is amended

(A) by striking "(I)"; and 
(B) by striking subclause (II). 
(4) Section 163l(a)(2)(B) (42 U.S.C. 

1383(a)(2)(B)) is amended-
(A) by striking clause (vii); 
(B) in clause (viii), by striking "(ix)" and 

inserting "(viii)"; 
(C) in clause (ix)-
(i) by striking "(viii)" and inserting 

"(vii)"; and 
(ii) in subclause (II), by striking all that 

follows "15 years" and inserting a period; 
(D) in clause (xiii)-
(i) by striking "(xii)" and inserting "(xi)"; 

and 
(ii) by striking "(xi)" and inserting "(x)"; 
(E) in clause (xiv) (as added by section 

9603(b)(l) of this Act), by striking "(x)" and 
inserting "(ix)"; and 

(F) by redesignating clauses (viii) through 
(xiv) as clauses (vii) through (xiii), respec
tively. 

(5) Section 1631(a)(2)(D)(i)(II) (42 U.S.C. 
1383(a)(2)(D)(i)(II)) is amended by striking all 
that follows "$25.00 per month" and inserting 
a period. 

(6) Section 1634 (42 U.S.C. 1383c) is amended 
by striking subsection (e). 

(7) Section 201(c)(l) of the Social Security 
Independence and Program Improvements 
Act of 1994 (42 U.S.C. 425 note) is amended

(A) by striking "-" and all that follows 
through "(A)" the 1st place such term ap
pears; 

(B) by striking "and" the 3rd place such 
term appears; 

(C) by striking subparagraph (B); 
(D) by striking "either subparagraph (A) or 

subparagraph (B)" and inserting "the preced
ing sentence"; and 

(E) by striking "subparagraph (A) or (B)" 
and inserting "the preceding sentence". 

(C) EFFECTIVE DATE.-The amendments 
made by this section shall take effect on Oc
tober 1, 1995, and shall apply with respect to 
months beginning on or after such date. 

(d) FUNDING OF CERTAIN PROGRAMS FOR 
DRUG ADDICTS AND ALCOHOLICS.-Out of any 
money in the Treasury of the United States 
not otherwise appropriated, the Secretary of 
the Treasury shall pay to the Director of the 
National Institute on Drug Abuse-

(1) $95,000,000, for each of fiscal years 1997, 
1998, 1999, and 2000, for expenditure through 
the Federal Capacity Expansion Program to 
expand the availability of drug treatment; 
and 

(2) $5,000,000 for each of fiscal years 1997, 
1998, 1999, and 2000 to be expended solely on 
the medication development project to im
prove drug abuse and drug treatment re
search. 

SEC. 9605. DENIAL OF SSI BENEFITS FOR 10 
YEARS TO INDIVIDUALS FOUND TO 
HAVE FRAUDULENTI..Y MISREPRE
SENTED RESIDENCE IN ORDER TO 
OBTAIN BENEFITS SIMULTA· 
NEOUSLY IN 2 OR MORE STATES. 

Section 1614(a) (42 U.S.C. 1382c(a)) is 
amended by adding at the end the following: 

"(5) An individual shall not be considered 
an eligible individual for purposes of this 
title during the 10-year period beginning on 
the date the individual is found by a State to 
have made, or is convicted in Federal or 
State court of having made, a fraudulent 
statement or representation with respect to 
the place of residence of the individual in 
order to receive benefits simultaneously 
from 2 or more States under programs that 
are funded under part A of title IV, or title 
XIX of this Act, the consolidated program of 
food assistance under chapter 2 of subtitle E 
of title XIV of the Omnibus Budget Rec
onciliation Act of 1995, or the Food Stamp 
Act of 1977 (as in effect before the effective 
date of such chapter), or benefits in 2 or 
more States under the supplemental security 
income program under title XVI of this 
Act.". 

SEC. 9606. DENIAL OF SSI BENEFITS FOR FUGI
TIVE FEWNS AND PROBATION AND 
PAROLE VIOLATORS. 

(a) IN GENERAL.-Section 1611(e) (42 u.s.c. 
1382(e)), as amended by section 9604(b)(l) of 
this Act, is amended by inserting after para
graph (2) the following: 

"(3) A person shall not be an eligible indi
vidual or eligible spouse for purposes of this 
title with respect to any month if, through
out the month, the person is-

"(A) fleeing to avoid prosecution, or cus
tody or confinement after conviction, under 
the laws of the place from which the person 
flees, for a crime, or an attempt to commit 
a crime, which is a felony under the laws of 
the place from which the person flees, or 
which, in the case of the State of New Jer
sey, is a high misdemeanor under the laws of 
such State; or 

"(B) violating a condition of probation or 
parole imposed under Federal or State law.". 

(b) EXCHANGE OF INFORMATION WITH LAW 
ENFORCEMENT AGENCIES.-Section 163l(e) of 
such Act (42 U.S.C. 1383(e)) is amended by in
serting after paragraph (3) the following: 

"(4) Notwithstanding any other provision 
of law, the Commissioner shall furnish any 
Federal, State, or local law enforcement offi
cer, upon the request of the officer, with the 
current address of any recipient of benefits 
under this title, if the officer furnishes the 
agency with the name of the recipient and 
notifies the agency that-

"(A) the recipient-
"(i) is fleeing to avoid prosecution, or cus

tody or confinement after conviction, under 
the laws of the place from which the person 
flees, for a crime, or an attempt to commit 
a crime, which is a felony under the laws of 
the place from which the person flees, or 
which, in the case of the State of New Jer
sey, is a high misdemeanor under the laws of 
such State; 

"(ii) is violating a condition of probation 
or parole imposed under Federal or State 
law; or 

"(iii) has information that is necessary for 
the officer to conduct the officer's official 
duties; 

"(B) the location or apprehension of the re
cipient is within the official duties of the of
ficer; and 

"(C) the request is made in the proper exer
cise of such duties.". 
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SEC. 9607. REAPPLICATION REQUIREMENTS FOR 

ADULTS RECEIVING SSI .BENEFITS 
BY REASON OF DISABILITY. 

(a) IN GENERAL.-Section 1614(a)(3)(H) (42 
U.S.C. 1382c(a)(3)(H)), as so redesignated by 
section 9601(a)(3) of this Act and as amended 
by section 9602 of this Act, is amended by 
adding at the end the following: 

"(v) In the case of an individual who has 
attained 18 years of age and for whom a de
termination has been made of eligibility for 
a benefit under this title by reason of dis
ability, the following applies: 

"(I) Subject to the provisions of this 
clause, the determination of eligibility is ef
fective for the 3-year period beginning on the 
date of the determination, and the eligibility 
of the individual lapses unless a determina
tion of continuing eligibility is made before 
the end of such period, and before the end of 
each subsequent 3-year period. This sub
clause ceases to apply to the individual upon 
the individual attaining 65 years of age. This 
subclause does not apply to the individual if 
the individual has an impairment that is not 
expected to improve (or a combination of im
pairments that are not expected to improve). 

"(II) With respect to a determination 
under subclause (I) of whether the individual 
continues to be eligible for the benefit (in 
this clause referred to as a 'redetermina
tion'), the Commissioner may not make the 
redetermination unless the individual sub
mits to the Commissioner an application re
questing the redetermination. If such an ap
plication is submitted, the Commissioner 
shall make the redetermination. This sub
clause is subject to subclause (V). 

"(Ill) If as of the date on which this clause 
takes effect the individual has been receiv
ing the benefit for three years or less, the 
first period under subclause (I) for the indi
vidual is deemed to end on the expiration of 
the period beginning on the date on which 
this clause takes effect and continuing 
through a number of months equal to 12 plus 
a number equal to 36 minus the number of 
months the individual has been receiving the 
benefit. 

"(IV) If as of the date on which this clause 
takes effect the individual has been receiv
ing the benefit for five years or less, but for 
more than three years, the first period under 
subclause (I) for the individual is deemed to 
end on the expiration of the 1-year period be
ginning on the date on which this clause 
takes effect. 

"(V) If as of the date on which this clause 
takes effect the individual has been receiv
ing the benefit for more than five years, the 
Commissioner shall make redeterminations 
under subclause (I) and may not require the 
individual to submit applications for the re
determinations. The first 3-year period under 
subclause (I) for the individual is deemed to 
begin upon the expiration of the period be
ginning on the date on which this clause 
takes effect and ending upon the termination 
of a number of years equal to the lowest 
number (greater than zero) that can be ob
tained by subtracting the number of years 
that the individual has been receiving the 
benefit from a number that is a multiple of 
three. 

"(VI) If the individual first attains 18 years 
of age on or after the date on which this 
clause takes effect, the first 3-year period 
under subclause (I) for the individual is 
deemed to end on the date on which the indi
vidual attains such age. 

"(VII) Not later than one year prior to the 
date on which a determination under sub
clause (I) expires, the Commissioner shall 
(except in the case of an individual to whom 
subclause (V) applies) provide to the individ-

ual a written notice explaining the applica
bility of this clause to the individual, includ
ing an explanation of the effect of failing to 
submit the application. If the individual sub
mits the application not later than 180 days 
prior to such date and the Commissioner 
does not make the redetermination before 
such date, the Commissioner shall continue 
to provide the benefit pending the redeter
mination and shall publish in the Federal 
Register a notice that the Commissioner was 
unable to make the redetermination by such 
date. 

"(VIII) If the individual fails to submit the 
application under subclause (II) by the end of 
the applicable period under subclause (I), the 
individual may apply for a redetermination. 
The Commissioner shall make the redeter
mination for the individual only after mak
ing redeterminations for individuals for 
whom eligibility has not lapsed pursuant to 
subclause (I).". 

(b) LIMITATIONS ON AUTHORIZATION OF AP
PROPRIATIONS.-For redeterminations of eli
gibility pursuant to section 1614(a)(3)(H)(v) 
of the Social Security Act, there are author
ized to be appropriated to the Commissioner 
of Social Security not more than $100,000,000 
for fiscal years 1996 through 2000. 

(c) EFFECTIVE DATE.-The amendment 
made by subsection (a) takes effect upon the 
expiration of the 9-month period beginning 
on the date of the enactment of this Act. 
SEC. 9608. NARROWING OF SSI ELIGIBILITY ON 

BASIS OF MENTAL IMPAIRMENTS. 
(a) IN GENERAL.-Section 1614(a)(3)(A) (42 

U.S.C. 1382c(a)(3)(A)) is amended by adding at 
the end the following sentence: "In making 
determinations under this clause regarding 
the severity of mental impairments, the Sec
retary shall revise the r:egulations under sub
part P of part 404 of title 20, Code of Federal 
Regulations, to accomplish the result that 
(relative to such regulations as in effect 
prior to the date on which this sentence 
takes effect) less weight is given to criteria 
regarding concentration, persistence (and 
pace), and ability to tolerate increased men
tal demand associated with competitive 
work, and that, accordingly, the eligibility 
criteria regarding mental impairments are 
narrowed.''. 

(b) FINAL REGULATIONS.-The final rule for 
the regulations required in subsection (a) 
shall be issued before the expiration of the 9-
month period beginning on the date of the 
enactment of this Act.and shall take effect 
upon the expiration of such period. 
SEC. 9609. REDUCTION IN UNEARNED INCOME 

EXCLUSION. 
(a) IN GENERAL.-Section 1612(b)(3)(A) (42 

U.S.C. 1382a(b)(3)(A)) is amended by striking 
"$20" and inserting "$15". 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) shall apply to bene
fits for months beginning after December 31, 
1995. 

Subtitle G-Food Assistance 
CHAPTER 1-FOOD STAMP PROGRAM 

SEC. 9701. APPLICATION OF AMENDMENTS. 
The amendments made by this chapter 

shall not apply with respect to certification 
periods beginning before the effective date of 
this chapter. 
SEC. 9702. AMENDMENTS TO THE FOOD STAMP 

ACT OF 1977. 
(a) CERTIFICATION PERIOD.-(1) Section 3(c) 

of the Food Stamp Act of 1977 (7 U.S.C. 
2012(c)) is amended to read as follows: 

"(c) 'Certification period' means the period 
specified by the State agency for which 
households shall be eligible to receive au
thorization cards, except that such period 
shall be-

"(l) 24 months for households in which all 
adult members are elderly or disabled; and 

"(2) not more than 12 months for all other 
households.". 

(2) Section 6(c)(l)(C) of the Food Stamp 
Act of 1977 (7 U.S.C. 2015(c)(l)(C)) is amend
ed-

(A) in clause (ii) by adding "and" at the 
end; 

(B) in clause (iii) by striking"; and" at the 
end and inserting a period; and 

(C) by striking clause (iv). 
(b) ENERGY ASSISTANCE COUNTED AS IN

COME.-
(1) LIMITING EXCLUSION.-Section 5(d)(ll) of 

the Food Stamp Act of 1977 (7 U.S.C. 
2014(d)(ll)) is amended-

(A) by striking "(A) under any Federal law, 
or (B)"; and 

(B) by inserting before the comma at the 
end the following: ", except that no benefits 
provided under the State program under part 
A of title IV of the Social Security Act (42 
U.S.C. 601 et seq.) shall be excluded under 
this clause". 

(2) CONFORMING AMENDMENTS.-
(A) Section 5(e) of the Food Stamp Act of 

1977 (7 U.S.C. 2014(e)) is amended by striking 
the ninth through the twelfth sentences. 

(B) Section 5(k)(2) of the Food Stamp Act 
of 1977 (7 U.S.C. 2014(k)(2)) is amended by 
striking subparagraph (C) and redesignating 
subparagraphs (D) through (H) as subpara
graphs (C) through (G), respectively. 

(C) Section 5(k) of the Food Stamp Act of 
1977 (7 U.S.C. 2014(k)) is amended by adding 
at the end the following: 

"(4) For purposes of subsection (d)(l), any 
payments or allowances made under any 
Federal or State law for the purposes of en
ergy assistance shall be treated as money 
payable directly to the household.". 

(D) Section 2605(f) of the Low-Income 
Home Energy Assistance Act of 1981 (42 
U.S.C. 8634(f)) is amended-

(i) in paragraph (1), by striking "food 
stamps"; 

(ii) by striking "(f)(l) Notwithstanding" 
and inserting "(f) Notwithstanding"; and 

(iii) by striking paragraph (2). 
(c) EXCLUSION OF CERTAIN JTPA INCOME.

Section 5 of the Food Stamp Act of 1977 (7 
U.S.C. 2014) is amended-

(!) in subsection (d)-
(A) by striking "and (16)" and inserting 

"(16)"; and 
(B) by inserting before the period at the 

end the following: ", and (17) income re
ceived under the Job Training Partnership 
Act (29 U.S.C. 1501 et seq.) by a household 
member who is less than 19 years of age"; 
and 

(2) in subsection (Z), by striking "under sec
tion 204(b)(l)(C)" and all that follows and in
serting "shall be considered earned income 
for purposes of the food stamp program.''. 

(d) EXCLUSION OF LIFE INSURANCE POLI
CIES.-Section 5(g) of the Food Stamp Act of 
1977 (7 U.S.C. 2014(g)) is amended by adding 
at the end the following: 

"(6) The Secretary shall exclude from fi
nancial resources the cash value of any life 
insurance policy owned by a member of a 
household.". 

(e) IN-TANDEM EXCLUSIONS FROM INCOME.
Section 5 of the Food Stamp Act of 1977 (7 
U.S.C. 2014) is amended by adding at the end 
the following: 

"(n) Whenever a Federal statute enacted 
after the date of the enactment of this Act 
excludes funds from income for purposes of 
determining eligibility, benefit levels, or 
both under State plans approved under part 
A of title IV of the Social Security Act, then 
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such funds shall be excluded from income for 
purposes of determining eligibility, benefit 
levels, or both, respectively, under the food 
stamp program of households all of whose 
members receive benefits under a State plan 
approved under part A of title IV of the So
cial Security Act.". 

SEC. 9703. AUTIIORITY TO ESTABLISH AUTHOR
IZATION PERIODS. 

Section 9(a)(l) of the Food Stamp Act of 
1977 (7 U.S.C. 2018(a)(l)) is amended by adding 
at the end the following: "The Secretary is 
authorized to issue regulations establishing 
specific time periods during which authoriza
tion to accept and redeem coupons under the 
food stamp program shall be valid." . 

SEC. 9704. SPECIFIC PERIOD FOR PROHIBITING 
PARTICIPATION OF STORES BASED 
ON LACK OF BUSINESS INTEGRITY. 

Section 9(a)(l) of the Food Stamp Act of 
1977 (7 U.S.C. 2018(a)(l)), as amended by sec
tion 9703, is amended by adding at the end 
the following: "The Secretary is authorized 
to issue regulations establishing specific 
time periods during which a retail food store 
or wholesale food concern that has an appli
cation for approval to accept and redeem 
coupons denied or that has such an approval 
withdrawn on the basis of business integrity 
and reputation cannot submit a new applica
tion for approval. Such periods shall reflect 
the severity of business integrity infractions 
that are the basis of such denials or with
drawals.". 
SEC. 9705. INFORMATION FOR VERIFYING ELIGI

BILITY FOR AUTIIORIZATION. 

Section 9(c) of the Food Stamp Act of 1977 
(7 U.S.C. 2018(c)) is amended-

(1) in the first sentence by inserting ", 
which may include relevant income and sales 
tax filing documents," after "submit infor
mation" ; and 

(2) by inserting after the first sentence the 
following: "The regulations may require re
tail food stores and wholesale food concerns 
to provide written authorization for the Sec
retary to verify all relevant tax filings with 
appropriate agencies and to obtain corrobo
rating documentation from other sources in 
order that the accuracy of information pro
vided by such stores and concerns may be 
verified.''. 
SEC. 9706. WAITING PERIOD FOR STORES THAT 

INITIALLY FAIL TO MEET AUTHOR· 
IZATION CRITERIA. 

Section 9(d) of the Food Stamp Act of 1977 
(7 U.S.C. 2018(d)) is amended by adding at the 
end the following: "Regulations issued pur
suant to this Act shall prohibit a retail food 
store or wholesale food concern that has an 
application for approval to accept and re
deem coupons denied because it does not 
meet criteria for approval established by the 
Secretary in regulations from submitting a 
new application for six months from the date 
of such denial. ''. 

SEC. 9707. BASES FOR SUSPENSIONS AND DIS
QUALIFICATIONS. 

Section 12(a) of the Food Stamp Act of 1977 
(7 U.S.C. 202l(a)) is amended by adding at the 
end the following: "Regulations issued pur
suant to this Act shall provide criteria for 
the finding of violations and the suspension 
or disqualification of a retail food store or 
wholesale food concern on the basis of evi
dence which may include, but is not limited 
to, facts established through on-site inves
tigations, inconsistent redemption data, or 
evidence obtained through transaction re
ports under electronic benefit transfer sys
tems.". 

SEC. 9708. AUTIIORITY TO SUSPEND STORES VIO· 
LATING PROGRAM REQUIREMENTS 
PENDING ADMINISTRATIVE AND JU. 
DICIAL REVIEW. 

(a) Section 12(a) of the Food Stamp Act of 
1977 (7 U.S.C. 2021(a)), as amended by section 
9707, is amended by adding at the end the fol
lowing: "Such regulations may establish cri
teria under which the authorization of a re
tail food store or wholesale food concern to 
accept and redeem coupons may be sus
pended at the time such store or concern is 
initially found to have committed violations 
of program requirements. Such suspension 
may coincide with the period of a review as 
provided in section 14. The Secretary shall 
not be liable for the value of any sales lost 
during any suspension or disqualification pe
riod.". 

(b) Section 14(a) of the Food Stamp Act of 
1977 (7 U.S.C. 2023(a)) is amended-

(!) in the first sentence by inserting "sus
pended," before "disqualified or subjected"; 

(2) in the fifth sentence by inserting before 
the period at the end the following: ", except 
that in the case of the suspension of a retail 
food store or wholesale food concern pursu
ant to section 12(a), such suspension shall re
main in effect pending any administrative or 
judicial review of the proposed disqualifica
tion action, and the period of suspension 
shall be deemed a part of any period of dis
qualification which is imposed."; and 

(3) by striking the last sentence. 
SEC. 9709. DISQUALIFICATION OF RETAILERS 

WHO ARE DISQUALIFIED FROM THE 
WIC PROGRAM. 

Section 12 of the Food Stamp Act of 1977 (7 
U.S.C. 2021) is amended by adding at the end 
the following: 

"(g) The Secretary shall issue regulations 
providing criteria for the disqualification of 
approved retail food stores and wholesale 
food concerns that are otherwise disqualified 
from accepting benefits under the Special 
Supplemental Nutrition Program for 
Women, Infants and Children (WIC) author
ized under section 17 of the Child Nutrition 
Act of 1966. Such disqualification-

"(!) shall be for the same period as the dis
qualification from the WIC Program; 

"(2) may begin at a later date; and 
"(3) notwithstanding section 14 of this Act, 

shall not be subject to administrative or ju
dicial review.". 
SEC. 9710. PERMANENT DEBARMENT OF RETAIL

ERS WHO INTENTIONALLY SUBMIT 
FALSIFIED APPLICATIONS. 

Section 12 of the Food Stamp Act of 1977 (7 
U.S.C. 2021), as amended by section 9709, is 
amended by adding at the end the following: 

"(h) The Secretary shall issue regulations 
providing for the permanent disqualification 
of a retail food store or wholesale food con
cern that is determined to have knowingly 
submitted an application for approval to ac
cept and redeem coupons which contains 
false information about one or more sub
stantive matters which were the basis for 
providing approval. Any disqualification im
posed under this subsection shall be subject 
to administrative and judicial review pursu
ant to section 14, but such disqualification 
shall remain in effect pending such review.". 
SEC. 9711. EXPANDED CIVIL AND CRIMINAL FOR-

FEITURE FOR VIOLATIONS OF THE 
FOOD STAMP ACT. 

(a) FORFEITURE OF ITEMS EXCHANGED IN 
FOOD STAMP TRAFFICKING.-Section 15(g) of 
the Food Stamp Act of 1977 (7 U.S.C. 2024(g)) 
is amended by striking "or intended to be 
furnished". 

(b) CIVIL AND CRIMINAL FORFEITURE.-Sec
tion 15 of the Food Stamp Act of 1977 (7 
U.S.C. 2024)) is amended by adding at the end 
the following: 

"(h)(l) CIVIL FORFEITURE FOR FOOD STAMP 
BENEFIT VIOLATIONS.-

"(A) Any food stamp benefits and any 
property, real or personal-

"(i) constituting, derived from, or trace
able to any proceeds obtained directly or in
directly from, or 

"(ii) used, or intended to be used, to com
mit, or to facilitate, 
the commission of a violation of subsection 
(b) or subsection (c) involving food stamp 
benefits having an aggregate value of not 
less than $5,000, shall be subject to forfeiture 
to the United States. 

"(B) The provisions of chapter 46 of title 
18, United States Code, relating to civil for
feitures shall extend to a seizure or forfeit
ure under this subsection, insofar as applica
ble and not inconsistent with the provisions 
of this subsection. 

"(2) CRIMINAL FORFEITURE FOR FOOD STAMP 
BENEFIT VIOLATIONS.-

"(A)(i) Any person convicted of violating 
subsection (b) or subsection (c) involving 
food stamp benefits having an aggregate 
value of not less than $5,000, shall forfeit to 
the United States, irrespective of any State 
law-

"(!) any food stamp benefits and any prop
erty constituting, or derived from, or trace
able to any proceeds such person obtained di
rectly or indirectly as a result of such viola
tion; and 

"(II) any food stamp benefits and any of 
such person's property used, or intended to 
be used, in any manner or part, to commit, 
or to facilitate the commission of such viola
tion. 

"(ii) In imposing sentence on such person, 
the court shall order that the person forfeit 
to the United States all property described 
in this subsection. 

"(B) All food stamp benefits and any prop
erty subject to forfeiture under this sub
section, any seizure and disposition thereof, 
and any administrative or judicial proceed
ing relating thereto, shall be governed by 
subsections (b), (c), (e), and (g) through (p) of 
section 413 of the Comprehensive Drug Abuse 
Prevention and Control Act of 1970 (21 U.S.C. 
853), insofar as applicable and not inconsist
ent with the provisions of this subsection. 

"(3) APPLICABILITY.-This subsection shall 
not apply to property specified in subsection 
(g) of this section. 

"(4) RULES.-The Secretary may prescribe 
such rules and regulations as may be nec
essary to carry out this subsection.". 
SEC. 9712. EXPANDED AUTIIORITY FOR SHARING 

INFORMATION PROVIDED BY RE· 
TAILERS. 

(a) Section 205(c)(2)(C)(iii) of the Social Se
curity Act (42 U.S.C. 405(c)(2)(C)(iii)) (as 
amended by section 316(a) of the Social Secu
rity Administrative Reform Act of 1994 (Pub
lic Law 103-296; 108 Stat. 1464) is amended-

(1) by inserting in the first sentence of sub
clause (II) after "instrumentality of the 
United States" the following: ", or State 
government officers and employees with law 
enforcement or investigative responsibil
ities, or State agencies that have the respon
sibility for administering the Special Sup
plemental Nutrition Program for Women, In
fants and Children (WlC)"; 

(2) by inserting in the last sentence of sub
clause (II) immediately after "other Fed
eral" the words "or State"; and 

(3) by inserting "or a State" in subclause 
(III) immediately after "United States" . 

(b) Section 6109(f)(2) of the Internal Reve
nue Code of 1986 (26 U.S.C. 6109(f)(2)) (as 
added by section 316(b) of the Social Security 
Administrative Reform Act of 1994 (Public 
Law 103-296; 108 Stat. 1464)) is amended-
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(1) by inserting in subparagraph (A) after 

"instrumentality of the United States" the 
following: ", or State government officers 
and employees with law enforcement or in
vestigative responsibilities, or State agen
cies that have the responsibility for admin
istering the Special Supplemental Nutrition 
Program for Women, Infants and Children 
(WIC)"; 

(2) in the last sentence of subparagraph (A) 
by inserting "or State" after "other Fed
eral"; and 

(3) in subparagraph (B) by inserting "or a 
State" after "United States". 
SEC. 9713. EXPANDED DEFINITION OF "COUPON". 

Section 3(d) of the Food Stamp Act of 1977 
(7 U.S.C. 2012(d)) is amended by striking "or 
type of certificate" and inserting "type of 
certificate, authorization cards, cash or 
checks issued or coupons or access devices, 
including, but not limited to, electronic ben
efit transfer cards and personal identifica
tion numbers". 
SEC. 9714. DOUBLED PENALTIES FOR VIOLATING 

FOOD STAMP PROGRAM REQUIRE· 
MENTS. 

Section 6(b)(l) of the Food Stamp Act of 
1977 (7 U.S.C. 2015(b)(l)) is amended-

(1) in clause (i)-
(A) by striking "six months" and inserting 

"1 year"; and 
(B) by adding "and" at the end; and 
(2) striking clauses (ii) and (iii) and insert

ing the following: 
"(ii) permanently upon-
"(!) the second occasion of any such deter

mination; or 
"(II) the first occasion of a finding by a 

Federal, State, or local court of the trading 
of a controlled substance (as defined in sec
tion 102 of the Controlled Substances Act (21 
U.S.C. 802)), firearms, ammunition, or explo
sives for coupons.". 
SEC. 9715. MANDATORY CLAIMS COLLECTION 

METHODS. 
(a) Section ll(e)(8) of the Food Stamp Act 

of 1977 (7 U.S.C. 2020(e)(8)) is amended by in
serting "or refunds of Federal taxes as au
thorized pursuant to 31 U.S.C. 3720A" before 
the semicolon at the end. 

(b) Section 13(d) of the Food Stamp Act of 
1977 (7 U.S.C. 2022(d)) is amended-

(!) by striking "may" and inserting 
"shall"; and 

(2) by inserting "or refunds of Federal 
taxes as authorized pursuant to 31 U.S.C. 
3720A" before the period at the end. 

(c) Section 6103(1) of the Internal Revenue 
Code (26 U.S.C. 6103(1)) is amended-

(1) by striking "officers and employees" in 
paragraph (lO)(A) and inserting "officers, 
employees or agents, including State agen
cies"; and 

(2) by striking "officers and employees" in 
paragraph (lO)(B) and inserting "officers, em
ployees or agents, including State agencies". 
SEC. 9716. PROMOTING EXPANSION OF ELEC· 

TRONIC BENEFITS TRANSFER. 
Section 7(i) of the Food Stamp Act of 1977 

(7 U.S.C. 2016(i)(l)) is amended-
(!) by amending paragraph (1) to read: 
"(l)(A) State agencies are encouraged to 

implement an on-line electronic benefit 
transfer system in which household benefits 
determined under section 8(a) are issued 
from and stored in a central data bank and 
electronically accessed by household mem
bers at the point-of-sale. 

"(B) Subject to paragraph (2), a State 
agency is authorized to procure and imple
ment an electronic benefit transfer system 
under the terms, conditions, and design that 
the State agency deems appropriate. 

"(C) The Secretary shall, upon request of a 
State agency, waive any provision of this 

subsection prohibiting the effective imple
mentation of an electronic benefit transfer 
system consistent with the purposes of this 
Act. The Secretary shall act upon any re
quest for such a waiver within 90 days of re
ceipt of a complete application."; 

(2) in paragraph (2), by striking "for the 
approval"; and 

(3) in paragraph (3), by striking "the Sec
retary shall not approve such a system un
less" and inserting "the State agency shall 
ensure that". 
SEC. 9717. REDUCTION OF BASIC BENEFIT LEVEL. 

Section 3(o) of the Food Stamp Act of 1977 
(7 U.S.C. 2012(0)) is amended-

(!) by striking "and (11)" and inserting 
"(11)"; 

(2) in clause (11) by inserting "through Oc
tober 1, 1994" after "each October 1 there
after"; and 

(3) by inserting before the period at the end 
the following: 
", and (12) on October 1, 1995, and on each Oc
tober 1 thereafter, adjust the cost of such 
diet to reflect 100 percent of the cost, in the 
preceding June (without regard to any pre
vious adjustment made . under this clause or 
clauses (4) through (11) of this subsection) 
and round the result to the nearest lower 
dollar increment for each household size". 
SEC. 9718. 2·YEAR FREEZE OF STANDARD DEDUC· 

TION. 
The second sentence of section 5(e)(4) (7 

U.S.C. 2014(e)(4)) is amended by inserting ", 
except October 1, 1995, and October 1, 1996" 
after "thereafter". 
SEC. 9719. PRO-RATING BENEFITS AFI'ER INTER· 

RUPI'IONS IN PARTICIPATION. 
Section 8(c)(2)(B) of the Food Stamp Act of 

1977 (7 U.S.C. 2017(c)(2)(B)) is amended by 
striking "of more than one month". 
SEC. 9720. DISQUALIFICATION FOR PARTICIPAT· 

ING IN 2 OR MORE STATES. 
Section 6 of the Food Stamp Act of 1977 (7 

U.S.C. 2015), as amended by sections 9491 and 
9492, is amended by adding at the end the fol
lowing: 

"(l) DISQUALIFICATION FOR PARTICIPATING IN 
2 o:a MORE STATES.-An individual shall be 
ineligible to participate in the food stamp 
program as a member of any household dur
ing a 10-year period beginning on the date 
the individual is found by a State to have 
made, or is convicted in Federal or State 
court of having made, a fraudulent state
ment or representation with respect to the 
place of residence of the individual to receive 
benefits simultaneously from 2 or more 
States under-

"(1) the food stamp program; 
"(2) a State program funded under part A 

of title IV of the Social Security Act (42 
U.S.C. 601 et seq.) or under title XIX of the 
Act (42 U.S.C. 1396 et seq.); or 

"(3) the supplemental security income pro
gram under title XVI of the Act (42 U.S.C. 
1381 et seq.).". 
SEC. 9721. DISQUALIFICATION RELATING TO 

cmLD SUPPORT ARREARS. 
Section 6 of the Food Stamp Act of 1977 (7 

U.S.C. 2015), as amended by sections 9491, 
9492, and 9720, is amended by adding at the 
end the following: 

"(m) DISQUALIFICATION FOR CHILD SUPPORT 
ARREARS.-

"(!) IN GENERAL.-At the option of a State 
agency, except as provided in paragraph (2), 
no individual shall be eligible to participate 
in the food stamp program as a member of 
any household during any month that the in
dividual is delinquent in any payment due 
under a court order for the support of a child 
of the individual. 

"(2) ExCEPTIONS.-Paragraph (1) shall not 
apply if-

"(A) a court is allowing the individual to 
delay payment; or 

"(B) the individual is complying with a 
payment plan approved by a court or the 
State agency designated under part D of title 
IV of the Social Security Act (42 U.S.C. 651 
et seq.) to provide support for the child of 
the individual.". 
SEC. 9722. STATE AUTHORIZATION TO ASSIST 

LAW ENFORCEMENT OFFICERS IN 
LOCATING FUGITIVE FELONS. 

Section ll(e)(8)(B) of the Food Stamp Act 
of 1977 (7 U.S.C. 2020(e)(8)(B)) is amended by 
striking "Act, and" and inserting "Act or of 
locating a fugitive felon (as defined by a 
State), and". 
SEC. 9723. WORK REQUIREMENT FOR ABLE-BOD· 

IED RECIPIENTS. 
(a) IN GENERAL.-Section 6 of the Food 

Stamp Act of 1977 (7 U.S.C. 2015), as amended 
by sections 9491, 9492, 9720, and 9721, is 
amended by adding at the end the following: 

"(n) WORK REQUIREMENT.-
"(!) DEFINITION OF WORK PROGRAM.-In this 

subsection, the term 'work program' 
means-

"(A) a program under the Job Training 
Partnership Act (29 U.S.C. 1501 et seq.); 

"(B) a program under section 236 of the 
Trade Act of 1974 (19 U.S.C. 2296); or 

"(C) a program of employment or training 
operated or supervised by a State or local 
government, as determined appropriate by 
the Secretary. 

"(2) WORK REQUIREMENT.-No individual 
shall be eligible to participate in the food 
stamp program as a member of any house
hold if, during the preceding 12 months, the 
individual received food stamp benefits for 
not less than 6 months during which the in
dividual did not-

"(A) work 20 hours or more per week, aver
aged monthly; 

"(B) participate in a workfare program 
under section 20 or a comparable State or 
local workfare program; 

"(C) participate in and comply with the re
quirements of an approved employment and 
training program under subsection (d)(4); or 

"(D) participate in and comply with the re
quirements of a work program for 20 hours or 
more per week. 

"(3) EXCEPTION.-Paragraph (2) shall not 
apply to an individual if the individual is

"(A) under 18 or over 50 years of age; 
"(B) medically certified as physically or 

mentally unfit for employment; 
"(C) a parent or other member of a house

hold with a dependent child under 18 years of 
age; or 

"(D) otherwise exempt under subsection 
(d)(2). 

"(4) WAIVER.-
"(A) IN GENERAL.-The Secretary may 

waive the applicability of paragraph (2) to 
any group of individuals in the State if the 
Secretary makes a determination that the 
area in which the individuals reside-

"(i) has an unemployment rate of over 8 
percent; or 

"(ii) does not have a sufficient number of 
jobs to provide employment for the individ
uals. 

"(B) REPORT.-The Secretary shall report 
the basis for a waiver under subparagraph 
(A) to the Committee on Agriculture of the 
House of Representatives and the Committee 
on Agriculture, Nutrition, and Forestry of 
the Senate." . 

(b) . WORK AND TRAINING PROGRAMS.-Sec
tion 6(d)(4) of the Food Stamp Act of 1977 (7 
U.S.C. 2015(d)(4)) is amended by adding at the 
end the following: 

"(0) REQUIRED PARTICIPATION IN WORK AND 
TRAINING PROGRAMS.-A State agency shall 
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provide an opportunity to participate in the 
employment and training program under 
this paragraph to any individual who would 
otherwise become subject to disqualification 
under subsection (i). 

"(P) COORDINATING WORK REQUIREMENTS.
"(i) IN GENERAL.-Notwithstanding any 

other provision of this paragraph, a State 
agency that meets the participation require
ments of clause (ii) may operate the employ
ment and training program of the State for 
individuals who are members of households 
receiving allotments under this Act as part 
of a program operated by the State under 
part F of title IV of the Social Security Act 
(42 U.S.C. 681 et seq.), subject to the require
ments of the Act. 

"(ii) PARTICIPATION REQUIREMENTS.-A 
State agency may exercise the option under 
clause (i) if the State agency provides an op
portunity to participate in an approved em
ployment and training program to an indi
vidual who is-

"(I) subject to subsection (i); 
"(II) not employed at least an average of 20 

hours per week; 
"(III) not participating in a workfare pro

gram under section 20 (or a comparable State 
or local program); and 

"(IV) not subject to a waiver under sub
section (i)( 4).". 

(C) ENHANCED EMPLOYMENT AND TRAINING 
PROGRAM.-Section 16(h)(l) of the Food 
Stamp Act of 1977 (7 U.S.C. 2025(h)(l)) is 
amended-

(!) in subparagraph (A), by striking 
"$75,000,000 for each of the fiscal years 1991 
through 1995" and inserting "$150,000,000 for 
each of fiscal years 1996 through 2000"; 

(2) by striking subparagraphs (B), (C), (E), 
and (F); 

(3) by redesignating subparagraph (D) as 
subparagraph (B); and 

(4) in subparagraph (B) (as redesignated by 
paragraph (3)), by striking "for each" and all 
that follows through "of $60,000,000" and in
serting ", the Secretary shall allocate fund
ing". 
SEC. 9724. COORDINATION OF EMPLOYMENT AND 

TRAINING PROGRAMS. 
Section 8(d) of the Food Stamp Act of 1977 

(7 U.S.C. 2019(d)) is amended-
(!) by striking "(d) A household" and in

serting the following: 
"(d) NONCOMPLIANCE WITH OTHER WELFARE 

OR WORK PROGRAMS.-
"(!) IN GENERAL.-A household"; and 
(2) by inserting "or a work requirement 

under a welfare or public assistance pro
gram" after "assistance program"; and 

(3) by adding at the end the following: 
"(2) WORK REQUIREMENT.-If a household 

fails to comply with a work requirement 
under a State program funded under part A 
of title IV of the Social Security Act ( 42 
U.S.C. 601 et seq.), for the duration of the re
duction-

"(A) the household may not receive an in
creased allotment as the result of a decrease 
in the income of the household to the extent 
that the decrease is the result of a penalty 
imposed for the failure to comply; and 

"(B) the State agency may reduce the al
lotment of the household by not more than 
25 percent.". 
SEC. 9725. EXTENDING CURRENT CLAIMS RETEN

TION RATES. 
Section 16(a) of the Food Stamp Act of 1977 

(7 U.S.C. 2025(a)) is amended by striking 
"September 30, 1995" each place it appears 
and inserting "September 30, 2002". 
SEC. 9726. NUTRITION ASSISTANCE FOR PUERTO 

RICO. 
Section 19(a)(l)(A) of the Food Stamp Act 

of 1977 (7 U.S.C. 2028(a)(l)(A)) is amended-

(1) by striking "1994, and" and inserting 
"1994,"; and 

(2) by inserting "and Sl,143,000,000 for each 
of the fiscal years 1996 through 2002," before 
"to finance". 
SEC. 9727. TREATMENT OF CHILDREN LIVING AT 

HOME. 
The second sentence of section 3(i) of the 

Food Stamp Act of 1977 (7 U.S.C. 2012(i)) is 
amended by striking "(who are not them
selves parents living with their children or 
married and living with their spouses)". 
CHAPI'ER 2--COMMODITY DISTRIBUTION 

SEC. 9751. SHORT TITLE. 
This chapter may be cited as the "Com

modity Distribution Act of 1995". 
SEC. 9752. AVAILABILITY OF COMMODITIES. 

(a) Notwithstanding any other provision of 
law, the Secretary of Agriculture (herein
after in this chapter referred to as the "Sec
retary") is authorized during fiscal years 
1996 through 2000 to purchase a variety of nu
tritious and useful commodities and distrib
ute such commodities to the States for dis
tribution in accordance with this chapter. 

{b) In addition to the commodities de
scribed in subsection (a), the Secretary may 
expend funds made available to carry out the 
section 32 of the Act of August 24, 1935 (7 
U.S.C. 612c), which are not expended or need
ed to carry out such section, to purchase, 
process, and distribute commodities of the 
types customarily purchased under such sec
tion to the States for distribution in accord
ance to this chapter. 

(c) In addition to the commodities de
scribed in subsections (a) and (b), agricul
tural commodities and the products thereof 
made available under clause (2) of the second 
sentence of section 32 of the Act of August 
24, 1935 (7 U.S.C. 612c), may be made avail
able by the Secretary to the States for dis
tribution in accordance with this chapter. 

(d) In addition to the commodities de
scribed in subsections (a), (b), and (c), com
modities acquired by the Commodity Credit 
Corporation that the Secretary determines, 
in the discretion of the Secretary, are in ex
cess of quantities needed to-

(1) carry out other domestic donation pro
grams; 

(2) meet other domestic obligations; 
(3) meet international market development 

and food aid commitments, and 
(4) carry out the farm price and income 

stabilization purposes of the Agricultural 
Adjustment Act of 1938, the Agricultural Act 
of 1949, and the Commodity Credit Corpora
tion Charter Act; shall be made available by 
the Secretary, without charge or credit for 
such commodities, to the States for distribu
tion in accordance with this chapter. 

(e) During each fiscal year, the types, vari
eties, and amounts of commodities to be pur
chased under this chapter shall be deter
mined by the Secretary. In purchasing such 
commodities, except those commodities pur
chased pursuant to section 9760, the Sec
retary shall, to the extent practicable and 
appropriate, make purchases based on-

(1) agricultural market conditions; 
(2) the preferences and needs of States and 

distributing agencies; and 
(3) the preferences of the recipients. 

SEC. 9753. STATE, LOCAL AND PRIVATE 
SUPPLEMENTATION OF COMMOD
ITIES. 

(a) The Secretary shall establish proce
dures under which State and local agencies, 
recipient agencies, or any other entity or 
person may supplement the commodities dis
tributed under this chapter for use by recipi
ent agencies with nutritious and wholesome 

commodities that such entities or persons 
donate for distribution, in all or part of the 
State, in addition to the commodities other
wise made available under this chapter. 

(b) States and eligible recipient agencies 
may use-

(1) the funds appropriated for administra
tive cost under section 9759(b); 

(2) equipment, structures, vehicles, and all 
other facilities involved in the storage, han
dling, or distribution of commodities made 
available under this chapter; and 

(3) the personnel, both paid or volunteer, 
involved in such storage, handling, or dis
tribution; to store, handle or distribute com
modities donated for use under subsection 
(a). 

(c) States and recipient agencies shall con
tinue, to the maximum extent practical, to 
use volunteer workers, and commodities and 
other foodstuffs donated by charitable and 
other organizations, in the distribution of 
commodities under this chapter. 
SEC. 9754. STATE PLAN. 

(a) A State seeking to receive commodities 
under this chapter shall submit a plan of op
eration and administration every four years 
to the Secretary for approval. The plan may 
be amended at any time, with the approval 
of the Secretary. 

(b) The State plan, at a minimum, shall
(1) designate the State agency responsible 

for distributing the commodities received 
under this chapter; 

(2) set forth a plan of operation and admin
istration to expeditiously distribute com
modities under this chapter in quan-tities re
quested to eligible recipient agencies in ac
cordance with sections 9756 and 9760; 

(3) set forth the standards of eligibility for 
recipient agencies; and 

(4) set forth the standards of eligibility for 
individual or household recipients of com
modities, which at minimum shall require

(A) individuals or households to be com
prised of needy persons; and 

(B) individual or household members to be 
residing in the geographic location served by 
the distributing agency at the time of appli
cation for assistance. 

(c) The Secretary shall encourage each 
State receiving commodities under this 
chapter to establish a State advisory board 
consisting of representatives of all inter
ested entities, both public and private, in the 
distribution of commodities received under 
this chapter in the State. 

(d) A State agency receiving commodities 
under this chapter may-

(l)(A) enter into cooperative agreements 
with State agencies of other States to joint
ly provide commodities received under this 
chapter to eligible recipient agencies that 
serve needy persons in a single geographical 
area which includes such States; or 

(B) transfer commodities received under 
this chapter to any such eligible recipient 
agency in the other State under such agree
ment; and 

(2) advise the Secretary of an agreement 
entered .into under this subsection and the 
transfer of commodities made pursuant to 
such agreement. 
SEC. 9755. ALLOCATION OF COMMODITIES TO 

STATES. 
(a) In each fiscal year, except for those 

commodities purchased under section 9760, 
the Secretary shall allocate the commodities 
distributed under this chapter as follows: 

(1) 60 percent of such total value of com
modities shall be allocated in a manner such 
that the value of commodities allocated to 
each State bears the same ratio to 60 percent 
of such total value as the number of persons 
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in households within the State having in
comes below the poverty line bears to the 
total number of persons in households within 
all States having incomes below such pov
erty line. Each State shall receive the value 
of commodities allocated under this para
graph. 

(2) 40 percent of such total value of com
modities shall be allocated in a manner such 
that the value of commodities allocated to 
each State bears the same ratio to 40 percent 
of such total value as the average monthly 
number of unemployed persons within the 
State bears to the average monthly number 
of unemployed persons within all States dur
ing the same fiscal year. Each State shall re
ceive the value of commodities allocated to 
the State under this paragraph. 

(b)(l) The Secretary shall notify each State 
of the amount of commodities that such 
State is allotted to receive under subsection 
(a) or this subsection, if applicable. Each 
State shall promptly notify the Secretary if 
such State determines that it will not accept 
any or all of the commodities made available 
under such allocation. On such a notification 
by a State, the Secretary shall reallocate 
and distribute such commodities in a manner 
the Secretary deems appropriate and equi
table. 'l'he Secretary shall further establish 
procedures to permit States to decline to re
ceive portions of such allocation during each 
fiscal year in a manner the State determines 
is appropriate and the Secretary shall reallo
cate and distribute such allocation as the 
Secretary deems appropriate and equitable. 

(2) In the event of any drought, flood, hur
ricane, or other natural disaster affecting 
substantial numbers of persons in a State, 
county, or parish, the Secretary may request 
that States unaffected by such a disaster 
consider assisting affected States by allow
ing the Secretary to reallocate commodities 
from such unaffected State to States con
taining areas adversely affected by the disas
ter. 

(c) Purchases of commodities under this 
chapter shall be made by the Secretary at 
such times and under such conditions as the 
Secretary determines appropriate within 
each fiscal year. All commodities so pur
chased for each such fiscal year shall be de
livered at reasonable intervals to States 
based on the allocations and reallocations 
made under subsections (a) and (b), and or 
carry out section 9760, not later than Decem
ber 31 of the following fiscal year. 
SEC. 9756. PRIORITY SYSTEM FOR STATE DIS

TRIBUTION OF COMMODITIES. 
(a) In distributing the commodities allo

cated under subsections (a) and (b) of section 
9755, the State agency, under procedures de
termined by the State agency, shall offer, or 
otherwise make available, its full allocation 
of commodities for 'distribution to emer
gency feeding organizations. 

(b) If the State agency determines that the 
State will not exhaust the commodities allo
cated under subsections (a) and (b) of section 
9755 through distribution to organizations 
referred to in subsection (a), its remaining 
allocation of commodities shall be distrib
uted to charitable institutions described in 
section 9763(3) not receiving commodities 
under subsection (a). 

(c) If the State agency determines that the 
State will not exhaust the commodities allo
cated under subsections (a) and (b) of section 
9755 through distribution to organizations 
referred to in subsections (a) and (b), its re
maining allocation of commodities shall be 
distributed to any eligible recipient agency 
not receiving commodities under subsections 
(a) and (b). 

SEC. 9757. INITIAL PROCESSING COSTS. 
The Secretary may use funds of the Com

modity Credit Corporation to pay the costs 
of initial processing and packaging of com
modities to be distributed under this chapter 
into forms and in quantities suitable, as de
termined by the Secretary, for use by the in
dividual households or eligible recipient 
agencies, as applicable. The Secretary may 
pay such costs in the form of Corporation
owned commodities equal in value to such 
costs. The Secretary shall ensure that any 
such payments in kind will not displace com
mercial sales of such commodities. 
SEC. 9758. ASSURANCES; ANTICIPATED USE. 

(a) The Secretary shall take such pre
cautions as the Secretary deems necessary 
to ensure that commodities made available 
under this chapter will not displace commer
cial sales of such commodities or the prod
ucts thereof. The Secretary shall submit to 
the Committee on Agriculture of the House 
of Representatives and the Committee on 
Agriculture, Nutrition, and Forestry of the 
Senate by December 31, 1997, and not less 
than every two years thereafter, a report as 
to whether and to what extent such displace
ments or substitutions are occurring. 

(b) The Secretary shall determine that 
commodities provided under this chapter 
shall be purchased and distributed only in 
quantities that can be consumed without 
waste. No eligible recipient agency may re
ceive commodities under this chapter in ex
cess of anticipated use, based on inventory 
records and controls, or in excess of its abil
ity to accept and store such commodities. 
SEC. 9759. AUTHORIZATION OF APPROPRIATIONS. 

(a) PURCHASE OF COMMODITIES.-To carry 
out this chapter, there are authorized to be 
appropriated $260,000,000 for each of the fiscal 
years 1996 through 2000 to purchase, process, 
and distribute commodities to the States in 
accordance with this chapter. 

(b) ADMINISTRATIVE FUNDS.-
(1) There are authorized to be appropriated 

$40,000,000 for each of the fiscal years 1996 
through 2000 for the Secretary to make 
available to the States for State and local 
payments for costs associated with the dis
tribution of commodities by eligible recipi
ent agencies under this chapter, excluding 
costs associated with the distribution of 
those commodities distributed under section 
9760. Funds appropriated under this para
graph for any fiscal year shall be allocated 
to the States on an advance basis dividing 
such funds among the States in the same 
proportions as the commodities distributed 
under this chapter for such fiscal year are al
located among the States. If a State agency 
is unable to use all of the funds so allocated 
to it, the Secretary shall reallocate such un
used funds among the other States in a man
ner the Secretary deems appropriate and eq
uitable. 

(2)(A) A State shall make available in each 
fiscal year to eligible recipient agencies in 
the State not less than 40 percent of the 
funds received by the State under paragraph 
(1) for such fiscal year, as necessary to pay 
for, or provide advance payments to cover, 
the allowable expenses of eligible recipient 
agencies for distributing commodities to 
needy persons, but only to the extent such 
expenses are actually so incurred by such re
cipient agencies. 

(B) As used in this paragraph, the term 
"allowable expenses" includes-

(i) costs of transporting, storing, handling, 
repackaging, processing, and distributing 
commodities incurred after such commod
ities are received by eligible recipient agen
cies; 

(ii) costs associated with determinations of 
eligibility, verification, and documentation; 

(iii) costs of providing information to per
sons receiving commodities under this chap
ter concerning the appropriate storage and 
preparation of such commodities; and 

(iv) costs of recordkeeping, auditing, and 
other administrative procedures required for 
participation in the program under this 
chapter. 

(C) If a State makes a payment, using 
State funds, to cover allowable expenses of 
eligible recipient agencies, the amount of 
such payment shall be counted toward the 
amount a State must make available for al
lowable expenses of recipient agencies under 
this paragraph. 

(3) States to which funds are allocated for 
a fiscal year under this subsection shall sub
mit financial reports to the Secretary, on a 
regular basis, as to the use of such funds. No 
such funds may be used by States or eligible 
recipient agencies for costs other than those 
involved in covering the expenses related to 
the distribution of commodities by eligible 
recipient agencies. 

(4)(A) Except as provided in subparagraph 
(B), to be eligible to receive funds under this 
subsection, a State shall provide in cash or 
in kind (according to procedures approved by 
the Secretary for certifying these in-kind 
contrib"utions) from non-Federal sources a 
contribution equal to the difference be
tween-

(i) the amount of such funds so received; 
and 

(ii) any part of the amount allocated to the 
State and paid by the State-

(!) to eligible recipient agencies; or 
(II) for the allowable expenses of such re

cipient agencies;for use in carrying out this 
chapter. 

(B) Funds allocated to a State under this 
section. may, upon State request, be allo
cated before States satisfy the matching re
quirement specified in subparagraph (A), 
based on the estimated contribution re
quired. The Secretary shall periodically rec
oncile estimated and actual contributions 
and adjust allocations to the State to cor
rect for overpayments and underpayments. 

(C) Any funds distributed for administra
tive costs under section 9760(b) shall not be 
covered by this paragraph. 

(5) States may not charge for commodities 
made available to eligible recipient agencies, 
and may not pass on to such recipient agen
cies the cost of any matching requirements, 
under this chapter. 

(c) v ALUE OF COMMODITIES.-The value of 
the commodities made available under sub
sections (c) and (d) of section 9752, and the 
funds of the Corporation used to pay the 
costs of initial processing, packaging (in
cluding forms suitable for home use), and de
livering commodities to the States shall not 
be charged against appropriations authorized 
by this section. 
SEC. 9760. COMMODITY SUPPLEMENTAL FOOD 

PROGRAM. 
(a) From the funds appropriated under sec

tion 9759(a), $94,500,000 shall be used for each 
fiscal year to purchase and distribute com
modities to supplemental feeding programs 
serving woman, infants, and children or el
derly individuals (hereinafter in this section 
referred to as the "commodity supplemental 
food program"), or serving both groups wher
ever located. 

(b) Not more than 20 percent of the funds 
made available under subsection (a) shall be 
made available to the States for State and 
local payments of administrative costs asso
ciated with the distribution of commodities 

,, 
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by eligible recipient agencies under this sec
tion. Administrative costs for the purposes 
of the commodity supplemental food pro
gram shall include, but not be limited to, ex
penses for information and referral, oper
ation, monitoring, nutrition education, 
start-up costs, and general administration, 
including staff, warehouse and transpor
tation personnel, insurance, and administra
tion of the State or local office. 

(c)(l) During each fiscal year the commod
ity supplemental food program is in oper
ation, the types, varieties, and amounts of 
commodities to be purchased under this sec
tion shall be determined by the Secretary, 
but, if the Secretary proposes to make any 
significant changes in the types, varieties, or 
amounts from those that were available or 
were planned at the beginning of the fiscal 
year the Secretary shall report such changes 
before implementation to the Committee on 
Agriculture of the House of Representatives 
and the Committee on Agriculture, Nutri
tion, and Forestry of the Senate. 

(2) Notwithstanding any other provision of 
law, the Commodity Credit Corporation 
shall, to the extent that the Commodity 
Credit Corporation inventory levels permit, 
provide not less than 9,000,000 pounds of 
cheese and not less than 4,000,000 pounds of 
nonfat dry milk in each of the fiscal years 
1996 through 2000 to the Secretary. The Sec
retary shall use such amounts of cheese and 
nonfat dry milk to carry out the commodity 
supplemental food program before the end of 
each fiscal year. 

(d) The Secretary shall, in each fiscal year, 
approve applications of additional sites for 
the program, including sites that serve only 
elderly persons, in areas in which the pro
gram currently does not operate, to the full 
extent that applications can be approved 
within the appropriations available for the 
program for the fiscal year and without re
ducing actual participation levels (including 
participation of elderly persons under sub
section (e)) in areas in which the program is 
in effect. 

(e) If a local agency that administers the 
commodity supplemental food program de
termines that the amount of funds made 
available to the agency to carry out this sec
tion exceeds the amount of funds necessary 
to provide assistance under such program to 
women, infants, and children, the agency, 
with the approval of the Secretary, may per
mit low-income elderly persons (as defined 
by the Secretary) to participate in and be 
served by such program. 

(f)(l) If it is necessary for the Secretary to 
pay a significantly higher than expected 
price for one or more types of commodities 
purchased under this section, the Secretary 
shall promptly determine whether the price 
is likely to cause the number of persons that 
can be served in the program in a fiscal year 
to decline. 

(2) If the Secretary determines that such a 
decline would occur, the Secretary shall 
promptly notify the State agencies charged 
with operating the program of the decline 
and shall ensure that a State agency notify 
all local agencies operating the program in 
the State of the decline. 

(g) Commodities distributed to States pur
suant to this section shall not be considered 
in determining the commodity allocation to 
each State under section 9755 or priority of 
distribution under section 9756. 
SEC. 9761. COMMODITIES NOT INCOME. 

Notwithstanding any other provision of 
law, commodities distributed under this 
chapter shall not be considered income or re
sources for purposes of determining recipient 

eligibility under any Federal, State, or local 
means-tested program. 
SEC. 9762. PROHIBITION AGAINST CERTAIN 

STATE CHARGES. 
Whenever a commodity is made available 

without charge or credit under this chapter 
by the Secretary for distribution within the 
States to eligible recipient agencies, the 
State may not charge recipient agencies any 
amount that is in excess of the State's direct 
costs of storing, and transporting to recipi
ent agencies the commodities minus any 
amount the Secretary provides the State for 
the costs of storing and transporting such 
commodities. 
SEC. 9763. DEFINITIONS. 

As used in this chapter: 
(1) The term "average monthly number of 

unemployed persons" means the average 
monthly number of unemployed persons 
within a State in the most recent fiscal year 
for which such information is available as 
determined by the Bureau of Labor Statis
tics of the Department of Labor. 

(2) The term "elderly persons" means indi
viduals 60 years of age or older. 

(3) The term "eligible recipient agency" 
means a public or nonprofit organization 
that administers-

(A) an institution providing commodities 
to supplemental feeding programs serving 
women, infants, and children or serving el
derly persons, or serving both groups; 

(B) an emergency feeding organization; 
(C) a charitable institution (including hos

pitals and retirement homes and excluding 
penal institutions) to the extent that such 
institution serves needy persons; 

(D) a summer camp for children, or a child 
nutrition program providing food service; 

(E) a nutrition project operating under the 
Older Americans Act of 1965, including such 
projects that operate a congregate nutrition 
site and a project that provides home-deliv
ered meals; or 

(F) a disaster relief program; and that has 
been designated by the appropriate State 
agency, or by the Secretary, and approved by 
the Secretary for participation in the pro
gram established under this chapter. 

(4) The term "emergency feeding organiza
tion" means a public or nonprofit organiza
tion that administers activities and projects 
(including the activities and projects of a 
charitable institution, a food bank, a food 
pantry, a hunger relief center, a soup kitch
en, or a similar public or private nonprofit 
eligible recipient agency) providing nutri
tion assistance to relieve situations of emer
gency and distress through the provision of 
food to needy persons, including low-income 
and unemployed persons. 

(5) The term "food bank" means a public 
and charitable institution that maintains an 
established operation involving the provision 
of food or edible commodities, or the prod
ucts thereof, to food pantries, soup kitchens, 
hunger relief centers, or other food or feed
ing centers that, as an integral part of their 
normal activities, provide meals or food to 
feed needy persons on a regular basis. 

(6) The term "food pantry" means a public 
or private nonprofit organization that dis
tributes food to low-income and unemployed 
households, including food from sources 
other than the Department of Agriculture, 
to relieve situations of emergency and 
distress. 

(7) The term "needy persons" means-
(A) individuals who have low incomes or 

who are unemployed, as determined by the 
State (in no event shall the income of such 
individual or household exceed 185 percent of 
the poverty line); 

(B) households certified as eligible to par
ticipate in the food stamp program under the 
Food Stamp Act of 1977 (7 U.S.C. 2011 et seq.); 
or 

(C) individuals or households participating 
in any other Federal, or federally assisted, 
means-tested program. 

(8) The term "poverty line" has the same 
meaning given such term in section 673(2) of 
the Community Services Block Grant Act (42 
u.s.c. 9902(2)). 

(9) The term "soup kitchen" means a pub
lic and charitable institution that, as inte
gral part of its normal activities, maintains 
an established feeding operation to provide 
food to needy homeless persons on a regular 
basis. 
SEC. 9764. REGULATIONS. 

(a) The Secretary shall issue regulations 
within 120 days to implement this chapter. 

(b) In administering this chapter, the Sec
retary shall minimize, to the maximum ex
tent practicable, the regulatory, record
keeping, and paperwork requirements im
posed on eligible recipient agencies. 

(c) The Secretary shall as early as feasible 
but not later than the beginning of each fis
cal year, publish in the Federal Register a 
nonbinding estimate of the types and quan
tities of commodities that the Secretary an
ticipates are likely to be made available 
under the commodity distribution program 
under this chapter during the fiscal year. 

(d) The regulations issued by the Secretary 
under this section shall include provisions 
that set standards with respect to liability 
for commodity losses for the commodities 
distributed under this chapter in situations 
in which there is no evidence of negligence 
or fraud, and conditions for payment to 
cover such losses. Such provisions shall take 
into consideration the special needs and cir
cumstances of eligible recipient agencies. 
SEC. 9765. FINALITY OF DETERMINATIONS. 

Determinations made by the Secretary 
under this chapter and the facts constituting 
the basis for any donation of commodities 
under this chapter, or the amount thereof, 
when officially determined in conformity 
with the applicable regulations prescribed by 
the Secretary, shall be final and conclusive 
and shall not be reviewable by any other offi
cer or agency of the Government. 
SEC. 9766. RELATIONSHIP TO OTIIER PROGRAMS. 

(a) Section 4(b) of the Food Stamp Act of 
1977 (7 U.S.C. 2013(b)) shall not apply with re
spect to the distribution of commodities 
under this chapter. 

(b) Except as otherwise provided in section 
9757, none of the commodities distributed 
under this chapter shall be sold or otherwise 
disposed of in commercial channels in any 
form. 
SEC. 9767. SETILEMENT AND ADJUSTMENT OF 

CLAIMS. 
(a) The Secretary may-
(1) determine the amount of, settle, and ad

just any claim arising under this chapter; 
and 

(2) waive such a claim if the Secretary de
termines that to do so will serve the pur
poses of this chapter. 

(b) Nothing contained in this section shall 
be construed to diminish the authority of 
the Attorney General of the United States 
under section 516 of title 28, United States 
Code, to conduct litigation on behalf of the 
United States. 
SEC. 9768. REPEALERS; AMENDMENTS. 

(a) REPEALER.-The Emergency Food As
sistance Act of 1983 (7 U.S.C. 612c note) is re
pealed. 

(b) AMENDMENTS.-
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(1) The Hunger Prevention Act of 1988 (7 

U.S.C. 612c note) is amended
(A) by striking section 110; and 
(B) by striking section 502. 
(2) The Commodity Distribution Reform 

Act and WIC Amendments of 1987 (7 U.S.C. 
612c note) is amended by striking section 4. 

(3) The Charitable Assistance and Food 
Bank Act of 1987 (7 U .S.C. 612c note) is 
amended by striking section 3. 

(4) The Food Security Act of 1985 (7 U.S.C. 
612c note) is amended-

(A) by striking section 1562(a) and section 
1571; and 

(B) in section 1562(d), by striking "section 
4 of the Agricultural and Consumer Protec
tion Act of 1973" and inserting "section 9752 
of the Commodity Distribution Act of 1995". 

(5) The Agricultural and Consumer Protec
tion Act of 1973 (7 U.S.C. 612c note) is amend
ed-

(A) in section 4(a), by striking " institu
tions (including hospitals and facilities car
ing for needy infants and children), supple
mental feeding programs serving women, in
fants and children or elderly persons, or 
both, wherever located, disaster areas, sum
mer camps for children,"; 

(B) in subsection 4(c), by striking "the 
Emergency Food Assistance Act of 1983" and 
inserting "the Commodity Distribution Act 
of 1995"; and 

(C) by striking section 5. 
(6) The Food, Agriculture, Conservation, 

and Trade Act of 1990 (7 U.S.C. 612c note) is 
amended by striking section 1773(f). 

CHAPTER 3--0THER PROGRAMS 
SEC. 9781. CHILD AND ADULT CARE FOOD PRO· 

GRAM. 
(a) PAYMENTS TO SPONSOR EMPLOYEES.

Paragraph (2) of the last sentence of section 
17(a) of the National School Lunch Act (42 
U.S.C. 1766(a)) is amended-

(1) by striking "and" at the end of subpara
graph (B); 

(2) by striking the period at the end of sub
paragraph (C) and inserting"; and"; and 

(3) by adding at the end the following: 
"(D) in the case of a family or group day 

care home sponsoring organization that em
ploys more than 1 employee, the organiza
tion does not base payments to an employee 
of the organization on the number of family 
or group day care homes recruited, managed, 
or monitored.". 

(b) IMPROVED TARGETING OF DAY CARE 
HOME REIMBURSEMENTS.-

(!) RESTRUCTURED DAY CARE HOME REIM
BURSEMENTS.-Section 17(f)(3) of the National 
School Lunch Act is amended by striking 
"(3)(A) Institutions" and all that follows 
through the end of subparagraph (A) and in
serting the following: 

"(3) REIMBURSEMENT OF FAMILY OR GROUP 
DAY CARE HOME SPONSORING ORGANIZATIONS.

"(A) REIMBURSEMENT FACTOR.-
"(i) IN GENERAL.-An institution that par

ticipates in the program under this section 
as a family or group day care home sponsor
ing organization shall be provided, for pay
ment to a home of the organization, reim
bursement factors in accordance with this 
subparagraph for the cost of obtaining and 
preparing food and prescribed labor costs in
volved in providing meals under this section. 

"(ii) TIER I FAMILY OR GROUP DAY CARE 
HOMES.-

"(!) DEFINITION.-In this paragraph, the 
term 'tier I family or group day care home' 
means-

"(aa) a family or group day care home that 
is located in a geographic area, as defined by 
the Secretary based on census data, in which 
at least 50 percent of the children residing in 

the area are members of households whose 
incomes meet the eligibility standards for 
free or reduced price meals under section 9; 

"(bb) a family or group day care home that 
is located in an area served by a school en
rolling elementary students in which at least 
50 percent of the total number of children en
rolled are certified eligible to receive free or 
reduced price school meals under this Act or 
the Child Nutrition Act of 1966 (42 U.S.C. 1771 
et seq.); or 

"(cc) a family or group day care home that 
is operated by a provider whose household 
meets the eligibility standards for free or re
duced price meals under section 9 and whose 
income is verified by a sponsoring organiza
tion under regulations established by the 
Secretary. 

"(II) REIMBURSEMENT.-Except as provided 
in subclause (III), a tier I family or group 
day care home shall be provided reimburse
ment factors under this clause without a re
quirement for documentation of the costs de
scribed in clause (i), except that reimburse
ment shall not be provided under this sub
clause for meals or supplements served to 
the children of a person acting as a family or 
group day care home provider unless the 
children meet the eligibility standards for 
free or reduced price meals under section 9. 

"(Ill) F ACTORS.-Except as provided in sub
clause (IV), the reimbursement factors ap
plied to a home referred to in subclause (II) 
shall be the factors in effect on the date of 
enactment of this subclause. 

"(IV) ADJUSTMENTS.-The reimbursement 
factors under this subparagraph shall be ad
justed on August l, 1996, July 1, 1997, and 
each July 1 thereafter, to reflect changes in 
the Consumer Price Index for food at home 
for the most recent , 12-month period for 
which the data are available. The reimburse
ment factors under this subparagraph shall 
be rounded to the nearest lower cent incre
ment and based on the unrounded adjust
ment for the preceding 12-month period. 

"(iii) TIER II FAMILY OR GROUP DAY CARE 
HOMES.-

"(!) IN GENERAL.-
"(aa) F ACTORS.-Except as provided in sub

clause (II), with respect to meals or supple
ments served under this clause by a family 
or group day care home that does not meet 
the criteria set forth in clause (ii)(I), the re
imbursement factors shall be $1 for lunches 
and suppers, 40 cents for breakfasts, and 20 
cents for supplements. 

"(bb) ADJUSTMENTS.-The factors shall be 
adjusted on July 1, 1997, and each July 1 
thereafter, to reflect changes in the 
Consumer Price Index for food at home for 
the most recent 12-month period for which 
the data are available. The reimbursement 
factors under this item shall be rounded 
down to the nearest lower cent increment 
and based on the unrounded adjustment for 
the preceding 12-month period. 

"(cc) REIMBURSEMENT.-A family or group 
day care home shall be provided reimburse
ment factors under this subclause without a 
requirement for documentation of the costs 
described in clause (i), except that reim
bursement shall not be provided under this 
subclause for meals or supplements served to 
the children of a person acting as a family or 
group day care home provider unless the 
children meet the eligibility standards for 
free or reduced price meals under section 9. 

"(II) OTHER FACTORS.-A family or group 
day care home that does not meet the cri
teria set forth in clause (ii)(l) may elect to 
be provided reimbursement factors deter
mined in accordance with the following re
quirements: 

" (aa) CHILDREN ELIGIBLE FOR FREE OR RE
DUCED PRICE MEALS.-In the case of meals or 
supplements served under this subsection to 
children who are members of households 
whose incomes meet the eligibility standards 
for free or reduced price meals under section 
9, the family or group day care home shall be 
provided reimbursement factors set by the 
Secretary in accordance with clause (ii)(Ill). 

"(bb) INELIGIBLE CHILDREN.-In the case of 
meals or supplements served under this sub
section to children who are members of 
households whose incomes do not meet the 
eligibility standards, the family or group day 
care home shall be provided reimbursement 
factors in accordance with subclause (I). 

"(Ill) INFORMATION AND DETERMINATIONS.
"(aa) IN GENERAL.-If a family or group day 

care home elects to claim the factors de
scribed in subclause (II), the family or group 
day care home sponsoring organization serv
ing the home shall collect the necessary in
come information, as determined by the Sec
retary, from any parent or other caretaker 
to make the determinations specified in sub
clause (II) and shall make the determina
tions in accordance with rules prescribed by 
the Secretary. 

" (bb) CATEGORICAL ELIGIBILITY.-In making 
a determination under item (aa), a family or 
group day care home sponsoring organiza
tion may consider a child participating in or 
subsidized under, or a child with a parent 
participating in or subsidized under, a feder
ally or State supported child care or other 
benefit program with an income eligibility 
limit that does not exceed the eligibility 
standard for free or reduced price meals 
under section 9 to be a child who is a mem
ber of a household whose income meets the 
eligibility standards under section 9. 

" (cc) FACTORS FOR CHILDREN ONLY.-A fam· 
ily or group day care home may elect to re
ceive the reimbursement factors prescribed 
under clause (ii)(III) solely for the children 
participating in a program referred to in 
item (bb) if the home elects not to have in
come statements collected from parents or 
other caretakers. 

"(IV) SIMPLIFIED MEAL COUNTING AND RE
PORTING PROCEDURES.-The Secretary shall 
prescribe simplified meal counting and re
porting procedures for use by a family or 
group day care home that elects to claim the 
factors under subclause (II) and by a family 
or group day care home sponsoring organiza
tion that serves the home. The procedures 
the Secretary prescribes may include 1 or 
more of the following: 

"(aa) Setting an annual percentage for 
each home of the number of meals served 
that are to be reimbursed in accordance with 
the reimbursement factors prescribed under 
clause (ii)(III) and an annual percentage of 
the number of meals served that are to be re
imbursed in accordance with the reimburse
ment factors prescribed under subclause (I), 
based on the family income of children en
rolled in the home in a specified month or 
other period. 

"(bb) Placing a home into 1of2 or more re
imbursement categories annually based on 
the percentage of children in the home whose 
households have incomes that meet the eligi
bility standards under section 9, with each 
such reimbursement category carrying a set 
of reimbursement factors such as the factors 
prescribed under clause (ii)(III) or subclause 
(I) or factors established within the range of 
factors prescribed under clause (ii)(III) and 
subclause (I). 

"(cc) Such other simplified procedures as 
the Secretary may prescribe. 

"(V) MINIMUM VERIFICATION REQUIRE
MENTS.-The Secretary may establish any 
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necessary minimum verification require
ments.". 

(2) SPONSOR PAYMENTS.-Section 17(f)(3)(B) 
of the National School Lunch Act is amend
ed-

(A) by striking the period at the end of the 
second sentence and all that follows through 
the end of the subparagraph and inserting 
the following:", except that the adjustment 
that otherwise would occur on July 1, 1996, 
shall be made on August 1, 1996. The maxi
mum allowable levels for administrative ex
pense payments shall be rounded to the near
est lower dollar increment and based on the 
unrounded adjustment for the preceding 12-
month period."; 

(B) by striking "(B)" and inserting 
"(B)(i)"; and 

(C) by adding at the end the following new 
clause: 

"(ii) The maximum allowable level of ad
ministrative expense payments shall be ad
justed by the Secretary-

"(!) to increase by 7.5 percent the monthly 
payment to family or group day care home 
sponsoring organizations both for tier I fam
ily or group day care homes and for those 
tier II family or group day care homes for 
which the sponsoring organization admin
isters a means test as provided under sub
paragraph (A)(iii); and 

"(II) to decrease by 7.5 percent the month
ly payment to family or group day care 
home sponsoring organizations for family or 
group day care homes that do not meet the 
criteria for tier I homes and for which a 
means test is not administered.". 

(3) GRANTS TO STATES TO PROVIDE ASSIST
ANCE TO FAMILY OR GROUP DAY CARE HOMES.
Section 17(f)(3) of the Act is amended by add
ing at the end the following: 

"(D) GRANTS TO STATES TO PROVIDE ASSIST
ANCE TO FAMILY OR GROUP DAY CARE HOMES.

"(i) IN GENERAL.-
"(!) RESERVATION.-From amounts made 

available to carry out this section, the Sec
retary shall reserve $5,000,000 of the amount 
made available for fiscal year 1996. 

"(II) PURPOSE.-The Secretary shall use 
the funds made available under subclause (I) 
to provide grants to States for the purpose of 
providing- . 

"(aa) assistance, including grants, to fam
ily and day care home sponsoring organiza
tions and other appropriate organizations, in 
securing and providing training, materials, 
automated data processing assistance, aL.d 
other assistance for the staff of the sponsor
ing organizations; and 

"(bb) training and other assistance to fam
ily and group day care homes in the imple
mentation of the amendments to subpara
graph (A) made by section 574(b)(l) of the 
Family Self-Sufficiency Act of 1995. 

"(ii) ALLOCATION.-The Secretary shall al
locate from the funds reserved under clause 
(i)(Il)-

"(1) $30,000 in base funding to each State; 
and 

"(II) any remaining amount among the 
States, based on the number of family day 
care homes participating in the program in a 
State in 1994 as a percentage of the number 
of all family day care homes participating in 
the program in 1994. 

"(iii) RETENTION OF FUNDS.-Of the amount 
of funds made available to a State for a fis
cal year under clause (i), the State may re
tain not to exceed 30 percent of the amount 
to carry out this subparagraph. 

"(iv) ADDITIONAL PAYMENTS.-Any pay
ments received under this subparagraph 
shall be in addition to payments that a State 
receives under subparagraph (A) (as amended 

by section 134(b)(l) of the Family Self-Suffi
ciency Act of 1995).". 

(4) PROVISION OF DATA.-Section 17(f)(3) of 
the National School Lunch Act (as amended 
by paragraph (3)) is further amended by add
ing at the end the following: 

"(E) PROVISION OF DATA TO FAMILY OR 
GROUP DAY CARE HOME SPONSORING ORGANIZA
TIONS.-

"(i) CENSUS DATA.-The Secretary shall 
provide to each State agency administering 
a child and adult care food program under 
this section data from the most recent de
cennial census survey or other appropriate 
census survey for which the data are avail
able showing which areas in the State meet 
the requirements of subparagraph 
(A)(ii)(l)(aa). The State agency shall provide 
the data to family or group day care home 
sponsoring organizations located in the 
State. 

"(ii) SCHOOL DATA.-
"(!) IN GENERAL.-A State agency admin

istering the program under this section shall 
annually provide to a family or group day 
care home sponsoring organizations that re
quest the data, a list of schools serving ele
mentary school children in the State in 
which at least 50 percent of the children en
rolled are certified to receive free or reduced 
price meals. State agencies administering 
the school lunch program under this Act or 
the school breakfast program under the 
Child Nutrition Act of 1966 (42 U.S.C. 1771 et 
seq.) shall collect such data annually and 
provide such data on a timely basis to the 
State agency administering the program 
under this section. 

"(II) USE OF DATA FROM PRECEDING SCHOOL 
YEAR.-ln determining for a fiscal year or 
other annual period whether a home quali
fies as a tier I family or group day care home 
under subparagraph (A)(ii)(I), the State 
agency administering the program under 
this section, and a family or group day care 
home sponsoring organization, shall use the 
most current available data at the time of 
the determination. 

"(iii) DURATION OF DETERMINATION.-For 
purposes of this section, a determination 
that a family or group day care home is lo
cated in an area that qualifies the home as a 
tier I family or group day care home (as the 
term is defined in subparagraph (A)(ii)(I)), 
shall be in effect for 3 years (unless the de
termination is made on the basis of census 
data, in which case the determination shall 
remain in effect until more recent census 
data are available) unless the State agency 
determines that the area in which the home 
is located no longer qualifies the home as a 
tier I family or group day care home." . 

(5) CONFORMING AMENDMENTS.-Section 
17(c) of the National School Lunch Act is 
amended by inserting "except as provided in 
subsection (f)(3)," after "For purposes of this 
section," each place it appears in paragraphs 
(1), (2), and (3). 

(C) DISALLOWING MEAL CLAIMS.-The fourth 
sentence of section 17(f)(4) of the National 
School Lunch Act is amended by inserting 
"(including institutions that are not family 
or group day care home sponsoring organiza
tions)" after "institutions". 

(d) ELIMINATION OF STATE PAPERWORK AND 
OUTREACH BURDEN.-Section 17 of the Na
tional School Lunch Act is amended by 
striking subsection (k) and inserting the fol
lowing: 

"(k) TRAINING AND TECHNICAL ASSIST
ANCE.-A State participating in the program 
established under this section shall provide 
sufficient training, technical assistance, and 
monitoring to facilitate effective operation 

of the program. The Secretary shall assist 
the State in developing plans to fulfill the 
requirements of this subsection.". 

(e) EFFECTIVE DATE.-
(1) IN GENERAL.-Except as provided in 

paragraph (2), the amendments made by this 
section shall become effective on the date of 
enactment of this Act. 

(2) IMPROVED TARGETING OF DAY CARE HOME 
REIMBURSEMENTS.-The amendments made 
by paragraphs (1), (3), and (4) of subsection 
(b) shall become effective on August l, 1996. 

(3) IMPLEMENTATION.-The Secretary of Ag
riculture shall issue regulations to imple
ment the amendments made by paragraphs 
(1), (2), (3), and (4) of subsection (b) and the 
provisions of section 17(f)(3)(C) of the Na
tional School Lunch Act (42 U.S.C. 
1766(f)(3)(C)) not later than February 1, 1996. 
If such regulations are issued in interim 
form, final regulations shall be issued not 
later than August l, 1996. 
SEC. 9782. RESUMPTION OF DISCRETIONARY 

FUNDING FOR NUTRITION EDU· 
CATION AND TRAINING PROGRAM. 

Section 19(i)(2)(A) of the Child Nutrition 
Act of 1966 (42 U.S.C. 1788(i)(2)(A)) is amend
ed-

(1) by striking "Out or• and all that fol
lows through "and $10,000,000" and inserting 
"To carry out the provisions of this section, 
there is hereby authorized to be appropriated 
not to exceed $10,000,000"; and 

(2) by striking the last sentence. 
Subtitle ff-Treatment of Aliens 

SEC. 9801. EXTENSION OF DEEMING OF INCOME 
AND RESOURCES UNDER TEA, SSI, 
AND FOOD STAMP PROGRAMS. 

(a) IN GENERAL.-Except as provided in 
subsections (b) and (c), in applying sections 
407 and 1621 of the Social Security Act and 
section 5(i) of the Food Stamp Act of 1977, 
the period in which each respective section 
otherwise applies with respect to an alien 
shall be extended through the date (if any) 
on which the alien becomes a citizen of the 
United States (under chapter 2 of title m of 
the Immigration and Nationality Act). 

(b) EXCEPTION.-Subsection (a) shall not 
apply to an alien if-

(1) the alien has been lawfully admitted to 
the United States for permanent residence, 
has attained 75 years of age, and has resided 
in the United States for at least 5 years; 

(2) the alien-
(A) is a veteran (as defined in section 101 of 

title 38, United States Code) with a discharge 
characterized as an honorable discharge, 

(B) is on active duty (other than active 
duty for training) in the Armed Forces of the 
United States, or 

(C) is the spouse or unmarried dependent 
child of an individual described in subpara
graph (A) or (B); 

(3) the alien is the subject of domestic vio
lence by the alien's spouse and a divorce be
tween the alien and the alien's spouse has 
been initiated through the filing of an appro
priate action in an appropriate court; or 

(4) there has been paid with respect to the 
self-employment income or employment of 
the alien, or of a parent or spouse of the 
alien, taxes under chapter 2 or chapter 21 of 
the Internal Revenue Code of 1986 in each of 
20 different calendar quarters. 

(C) HOLD HARMLESS FOR MEDICAID ELIGI
BILITY.-Subsection (a) shall not apply with 
respect to determinations of eligibility for 
benefits under a State plan approved under 
part A of title IV of the Social Security Act 
or under the supplemental income security 
program under title XVI of such Act but only 
insofar as such determinations provide for 
eligibility for medical assistance under title 
XIX of such Act. 
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(d) RULES REGARDING INCOME AND RE

SOURCE DEEMING UNDER TEA PROGRAM.
Subpart 1 of part A of title IV of the Social 
Security Act, as added by section 9101(a) of 
this Act, is amended by adding at the end 
the following: 
"SEC. 407. ATl'RIBUTION OF SPONSOR'S INCOME 

AND RESOURCES TO ALIEN. 
"(a) For purposes of determining eligi

bility for and the amount of assistance under 
a State plan approved under this part for an 
individual who is an alien lawfully admitted 
for permanent residence or otherwise perma
nently residing in the United States under 
color of law (including any alien who is law
fully present in the United States as a result 
of the application of the provisions of section 
207(c) of the Immigration and Nationality 
Act (or of section 203(a)(7) of such Act prior 
to April 1, 1980), or as a result of the applica
tion of the provisions of section 208 or 
212(d)(5) of such Act), the income and re
sources of any person who (as a sponsor of 
such individual's entry into the United 
States) executed an affidavit of support or 
similar agreement with respect to such indi
vidual, and the income and resources of the 
sponsor's spouse, shall be deemed to be the 
unearned income and resources of such indi
vidual (in accordance with subsections (b) 
and (c)) for a period of three years after the 
individual's entry into the United States, ex
cept that this section is not applicable if 
such individual is a dependent child and such 
sponsor (or such sponsor's spouse) is the par
ent of such child. 

"(b)(l) The amount of income of a sponsor 
(and his spouse) which shall be deemed to be 
the unearned income of an alien for any 
month shall be determined as follows: 

"(A) the total amount of earned and un
earned income of such sponsor and such 
sponsor's spouse (if such spouse is living 
with the sponsor) shall be determined for 
such month; 

"(B) the amount determined under sub
paragraph (A) shall be reduced by an amount 
equal to the sum of-

"(i) the lesser of (I) 20 percent of the total 
of any amounts received by the sponsor and 
his spouse in such month as wages or salary 
or as net earnings from self-employment, 
plus the full amount of any costs incurred by 
them in producing self-employment income 
in such month, or (II) $175; 

"(ii) the cash needs standard established 
by the State under its plan for a family of 
the same size and composition as the sponsor 
and those other individuals living in the 
same household as the sponsor who are 
claimed by him as dependents for purposes of 
determining his Federal personal income tax 
liability but whose needs are not taken into 
account in making a determination under 
section 402( d); 

"(iii) any amounts paid by the sponsor (or 
his spouse) to individuals not living in such 
household who are claimed by him as de
pendents for purposes of determining his 
Federal personal income tax liability; and 

"(iv) any payments of alimony or child 
support with respect to individuals not liv
ing in such household. 

"(2) The amount of resources of a sponsor 
(and his spouse) which shall be deemed to be 
the resources of an alien for any month shall 
be determined as follows: 

"(A) the total amount of the resources (de
termined as if the sponsor were applying for 
assistance under the State plan approved 
under this part) of such sponsor and such 
sponsor's spouse (if such spouse is living 
with the sponsor) shall be determined; and 

"(B) the amount determined under sub
paragraph (A) shall be reduced by $1,500. 

"(c)(l) Any individual who is an alien and 
whose sponsor was a public or private agency 
shall be ineligible for assistance under a 
State plan approved under this part during 
the period of three years after his or her 
entry into the United States, unless the 
State agency administering such plan deter
mines that such sponsor either no longer ex
ists or has become unable to meet such indi
vidual's needs; and such determination shall 
be made by the State agency based upon 
such criteria as it may specify in the State 
plan, and upon such documentary evidence 
as it may therein require. Any such individ
ual, and any other individual who is an alien 
(as a condition of his or her eligibility for as
sistance under a State plan approved under 
this part during the period of three years 
after his or her entry into the United 
States), shall be required to provide to the 
State agency administering such plan such 
information and documentation with respect 
to his sponsor as may be necessary in order 
for the State agency to make any determina
tion required under this section, and to ob
tain any cooperation from such sponsor nec
essary for any such determination. Such 
alien shall also be required to provide to the 
State agency such information and docu
mentation as it may request and which such 
alien or his sponsor provided in support of 
such alien's immigr~tion application. 

"(2) The Secretary shall enter into agree
ments with the Secretary of State and the 
Attorney General whereby any information 
available to them and required in order to 
make any determination under this section 
will be provided by them to the Secretary 
(who may, in turn, make such information 
available, upon request, to a concerned State 
agency), and whereby the Secretary of State 
and Attorney General will inform any spon
sor of an alien, at the time such sponsor exe
cutes an affidavit of support or similar 
agreement, of the requirements imposed by 
this section. 

"(d) Any sponsor of an alien, and such 
alien, shall be jointly and severally liable for 
an amount equal to any overpayment of as
sistance under the State plan made to such 
alien during the period of three years after 
such alien's entry into the United States, on 
account of such sponsor's failure to provide 
correct information under the provisions of 
this section, except where such sponsor was 
without fault, or where good cause of such 
failure existed. Any such overpayment which 
is not repaid to the State or recovered in ac
cordance with the procedures generally ap
plicable under the State plan to the 
recoupment of overpayments shall be with
held from any subsequent payment to which 
such alien or such sponsor is entitled under 
any provision of this Act. 

"(e)(l) In any case where a person is the 
sponsor of two or more alien individuals who 
are living in the same home, the income and 
resources of such sponsor (and his spouse), to 
the extent they would be deemed the income 
and resources of any one of such individuals 
under the preceding provisions of this sec
tion, shall be divided into two or more equal 
shares (the number of shares being the same 
as the number of such alien individuals) and 
the income and resources of each such indi
vidual shall be deemed to include one such 
share. 

"(2) Income and resources of a sponsor (and 
his spouse) which are deemed under this sec
tion to be the income and resources of any 
alien individual in a family shall not be con
sidered in determining the need of other 
family members except to the extent such 
income or resources are actually available to 
such other members. 

"(f) The provisions of this section shall not 
apply with respect to any alien who is-

"(1) admitted to the United States as a re
sult of the application, prior to April 1, 1980, 
of the provisions of section 203(a)(7) of the 
Immigration and Nationality Act; 

"(2) admitted to the United States as a re
sult of the application, after March 31, 1980, 
of the provisions of section 207(c) of such 
Act; 

"(3) paroled into the United States as a ref
ugee under section 212(d)(5) of such Act; 

"(4) granted political asylum by the Attor
ney General under section 208 of such Act; or 

"(5) a Cuban and Haitian entrant, as de
fined in section 501(e) of the Refugee Edu
cation Assistance Act of 1980 (Public Law 96-
422).'. 
SEC. 9802. REQUIREMENTS FOR SPONSOR'S AFFI· 

DAVITS OF SUPPORT. 
(a) IN GENERAL.-Title II of the Immigra

tion and Nationality Act is amended by in
serting after section 213 the following new 
section: 
"REQUIREMENTS FOR SPONSOR'S AFFIDAVIT OF 

SUPPORT 
"SEC. 213A. (a) ENFORCEABILITY.-
"(!) IN GENERAL.-No affidavit of support 

may be accepted by the Attorney General or 
by any consular officer to establish that an 
alien is not excludable under section 212(a)(4) 
unless such affidavit is executed as a con
tract-

"(A) which is legally enforceable against 
the sponsor by the Federal Government, by a 
State, or by any political subdivision of a 
State, providing cash benefits under a public 
cash assistance program (as defined in sub
section (f)(2)), but not later than 5 years 
after the date the alien last receives any 
such cash benefit; and 

"(B) in which the sponsor agrees to submit 
to the jurisdiction of any Federal or State 
court for the purpose of actions brought 
under subsection (e)(2). 

"(2) EXPIRATION OF LIABILITY.-Such con
tract shall only apply with respect to cash 
benefits described in paragraph (l)(A) pro
vided to an alien before the earliest of the 
following: 

"(A) CITIZENSHIP.-The date the alien be
comes a citizen of the United States under 
chapter 2 of title m. 

"(B) VETERAN.-The first date the alien is 
described in section 9801(b)(2)(A) of the Om
nibus Budget Reconciliation Act of 1995. 

"(C) PAYMENT OF SOCIAL SECURITY TAXES.
The first date as of which the condition de
scribed in section 9801(b)(4) of the Omnibus 
Budget Reconciliation Act of 1995 is met 
with respect to the alien. 

"(3) NONAPPLICATION DURING CERTAIN PERI
ODS.-Such contract also shall not apply 
with respect to cash benefits described in 
paragraph (l)(A) provided during any period 
in which the alien is described in section 
9801(b)(2)(B) or 9801(b)(2)(C) of the Omnibus 
Budget Reconciliation Act of 1995. 

"(b) FORMS.-Not later than 90 days after 
the date of enactment of this section, the At
torney General, in consultation with the 
Secretary of State and the Secretary of 
Health and Human Services, shall formulate 
an affidavit of support consistent with the 
provisions of this section. 

"(c) NOTIFICATION OF CHANGE OF AD
DRESS.-

"(1) REQUIREMENT.-The sponsor shall no
tify the Federal Government and the State 
in which the sponsored alien is currently 
resident within 30 days of any change of ad
dress of the sponsor during the period speci
fied in subsection (a)(l)(A). 

"(2) ENFORCEMENT.-Any person subject to 
the requirement of paragraph (1) who fails to 
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satisfy such requirement shall be subject to 
a civil penalty of-

"(A) not less than $250 or more than $2,000, 
or 

"(B) if such failure occurs with knowledge 
that the sponsored alien has received any 
benefit under any means-tested public bene
fits program, not less than $2,000 or more 
than $5,000. 

"(d) REIMBURSEMENT OF GoVERNMENT EX
PENSES.-

"(l) REQUEST FOR REIMBURSEMENT.-
"(A) IN GENERAL.-Upon notification that a 

sponsored alien has received any cash bene
fits described in subsection (a)(l)(A), the ap
propriate Federal, State, or local official 
shall request reimbursement by the sponsor 
in the amount of such cash benefits. 

"(B) REGULATIONS.-The Attorney General, 
in consultation with the Secretary of Health 
and Human Services, shall prescribe such 
regulations as may be necessary to carry out 
subparagraph (A). 

"(2) INITIATION OF ACTION.-If within 45 
days after requesting reimbursement, the ap
propriate Federal, State, or local agency has 
not received a response from the sponsor in
dicating a willingness to commence pay
ments, an action may be brought against the 
sponsor pursuant to the affidavit of support. 

"(3) FAILURE TO ABIDE BY REPAYMENT 
TERMS.-If the sponsor fails to abide by the 
repayment terms established by such agen
cy, the agency may, within 60 days of such 
failure, bring an action against the sponsor 
pursuant to the affidavit of support. 

"(4) LIMITATION ON ACTIONS.-No cause of 
action may be brought under this subsection 
later than 5 years after the date the alien 
last received any cash benefit described in 
subsection (a)(l)(A). 

"(f) DEFINITIONS.-For the purposes of this 
section: 

"(1) SPONSOR.-The term 'sponsor' means 
an individual who--

"(A) is a citizen or national of the United 
States or an alien who is lawfully admitted 
to the United States for permanent resi
dence; 

"(B) is 18 years of age or over; and 
"(C) is domiciled in any State. 
"(2) PUBLIC CASH ASSISTANCE PROGRAM.

The term 'public cash assistance program' 
means a program of the Federal Government 
or of a State or political subdivision of a 
State that provides direct cash assistance for 
the purpose of income maintenance and in 
which the eligibility of an individual, house
hold, or family eligibility unit for cash bene
fits under the program, or the amount of 
such cash benefits, or both are determined 
on the basis of income, resources, or finan
cial need of the individual, household, or 
unit. Such term does not include any pro
gram insofar as it provides medical, housing, 
education, job training, food, or in-kind as
sistance or social services.". 

(b) CLERICAL AMENDMENT.-The table of 
contents of such Act is amended by inserting 
after the item relating to section 213 the fol
lowing: 
"Sec. 213A. Requirements for sponsor's affi

davit of support.". 
(c) EFFECTIVE DATE.-Subsection (a) of sec

tion 213A of the Immigration and National
ity Act, as inserted by subsection (a) of this 
section, shall apply to affidavits of support 
executed on or after a date specified by the 
Attorney General, which date shall be not 
earlier than 60 days (and not later than 90 
days) after the date the Attorney General 
formulates the form for such affidavits under 
subsection (b) of such section 213A. 

SEC. 9803. EXTENDING REQUIREMENT FOR AFFI
DAVITS OF SUPPORT TO FAMILY-RE
LATED AND DIVERSITY IMMI
GRANTS. 

(a) IN GENERAL.-Section 212(a)(4) of the 
Immigration and Nationality Act (8 U.S.C. 
1182(a)(4)) is amended to read as follows: 

"(4) PuBLIC CHARGE AND AFFIDAVITS OF SUP
PORT.-

"(A) PuBLIC CHARGE.-Any alien who, in 
the opinion of the consular officer at the 
time of application for a visa, or in the opin
ion of the Attorney General at the time of 
application for admission or adjustment of 
status, is likely at any time to become a 
public charge is excludable. 

"(B) AFFIDAVITS OF SUPPORT.-Any immi
grant who seeks admission or adjustment of 
status as any of the following is excludable 
unless there has been executed with respect 
to the immigrant an affidavit of support pur
suant to section 213A: 

"(i) As an immediate relative (under sec
tion 201(b)(2)). 

"(ii) As a family-sponsored immigrant 
under section 203(a) (or as the spouse or child 
under section 203(d) of such an immigrant). 

"(iii) As the spouse or child (under section 
203(d)) of an employment-based immigrant 
under section 203(b). 

"(iv) As a diversity immigrant under sec
tion 203(c) (or as the spouse or child under 
section 203(d) of such an immigrant).". 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) shall apply to aliens 
with respect to whom an immigrant visa is 
issued (or adjustment of status is granted) 
after the date specified by the Attorney Gen
eral under section 9802(c). 

Subtitle I-Earned Income Tax Credit 
SEC. 9901. EARNED INCOME TAX CREDIT DENIED 

TO INDIVIDUALS NOT AUTHORIZED 
TO BE EMPWYED IN TIIE UNITED 
STATES. 

(a) IN GENERAL.-Section 32(c)(l) of the In
ternal Revenue Code of 1986 (relating to indi
viduals eligible to claim the earned income 
tax credit) is amended by adding at the end 
the following new subparagraph: 

"(F) IDENTIFICATION NUMBER REQUIRE
MENT.-The term 'eligible individual' does 
not include any individual who does not in
clude on the return of tax for the taxable 
year-

"(i) such individual's taxpayer identifica
tion number, and 

"(ii) if the individual is married (within 
the meaning of section 7703), the taxpayer 
identification number of such individual's 
spouse.'' 

(b) SPECIAL IDENTIFICATION NUMBER.-Sec
tion 32 of such Code is amended by adding at 
the end the following new subsection: 

"(l) IDENTIFICATION NUMBERS.-Solely for 
purposes of subsections (c)(l)(F) and 
(c)(3)(D), a taxpayer identification number 
means a social security number issued to an 
individual by the Social Security Adminis
tration (other than a social security number 
issued pursuant to clause (II) (or that por
tion of clause (ill) that relates to clause (II)) 
of section 205(c)(2)(B)(i) of the Social Secu
rity Act)." 

(C) EXTENSION OF PROCEDURES APPLICABLE 
TO MATHEMATICAL OR CLERICAL ERRORS.
Section 6213(g)(2) of such Code (relating to 
the definition of mathematical or clerical er
rors) is amended by striking "and' at the end 
of subparagraph (D), by striking the period 
at the end of subparagraph (E) and inserting 
a comma, and by inserting after subpara
graph (E) the following new subparagraphs: 

"(F) an omission of a correct taxpayer 
identification number required under section 
32 (relating to the earned income tax credit) 
to be included on a return, and 

"(G) an entry on a return claiming the 
credit under section 32 with respect to net 
earnings from self-employment described in 
section 32(c)(2)(A) to the extent the tax im
posed by section 1401 (relating to self-em
ployment tax) on such net earnings has not 
been paid." 

(d) EFFECTIVE DATE.-The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 1995. 

TITLE X-REDUCTIONS IN CORPORATE 
TAX SUBSIDIES AND OTHER REFORMS 

SEC. 10001. SHORT TITLE; TABLE OF CONTENTS. 
(a) SHORT TITLE.-This Act may be cited as 

the "Revenue Reconciliation Act of 1995". 
(b) TABLE OF CONTENTS.-

Sec. 10001. Short title; table of contents. 
Subtitle A-Tax Treatment of Expatriation 

Sec. 10101. Revision of tax rules on expatria
tion. 

Sec. 10102. Basis of assets of nonresident 
alien individuals becoming citi
zens or residents. 

Subtitle B-Modification to Earned Income 
Credit 

Sec. 10201. Earned income tax credit denied 
to individuals with substantial 
capital gain net income. 

Subtitle C-Alternative Minimum Tax on 
Corporations Importing Products into the 
United States at Artificially Inflated 
Prices 

Sec. 10301. Alternative minimum tax on cor
porations importing ·products 
into the United States at artifi
cially inflated prices. 

Subtitle D-Tax Treatment of Certain 
Extraordinary Dividends 

Sec. 10401. Tax treatment of certain extraor
dinary dividends. 

Subtitle E-Foreign Trust Tax Compliance 
Sec. 10501. Improved information reporting 

on foreign trusts. 
Sec. 10502. Modifications of rules relating to 

foreign trusts having one or 
more United States bene
ficiaries. 

Sec. 10503. Foreign persons not to be treated 
as owners under grantor trust 
rules. 

Sec. 10504. Information reporting regarding 
foreign gifts. 

Sec. 10505. Modification of rules relating to 
foreign trusts which are not 
grantor trusts. 

Sec. 10506. Residence of estates and trusts, 
etc. 

Subtitle F-Limitation on Section 936 Credit 
Sec. 10601. Limitation on section 936 credit. 

Subtitle A-Tax Treatment of Expatriation 
SEC. 10101. REVISION OF TAX RULES ON EXPA

TRIATION. 
(a) IN GENERAL.-Subpart A of part II of 

subchapter N of chapter 1 of the Internal 
Revenue Code of 1986 is amended by inserting 
after section 877 the following new section: 
"SEC. 877A. TAX RESPONSIBILITIES OF EXPATRIA

TION. 
"(a) GENERAL RULES.-For purposes of this 

subtitle-
"(1) MARK TO MARKET.-Except as provided 

in subsection (f)(2), all property held by an 
expatriate immediately before the expatria
tion date shall be treated as sold at such 
time for its fair market value. 

"(2) RECOGNITION OF GAIN OR LOSS.-ln the 
case of any sale under paragraph (1)-

"(A) notwithstanding any other provision 
of this title, any gain arising from such sale 
shall be taken into account for the taxable 
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year of the sale unless such gain is excluded 
from gross income under part III of sub
chapter B, and 

"(B) any loss arising from such sale shall 
be taken into account for the taxable year of 
the sale to the extent otherwise provided by 
this title, except that section 1091 shall not 
apply (and section 1092 shall apply) to any 
such loss. 

"(3) ELECTION TO CONTINUE TO BE TAXED AS 
UNITED STATES CITIZEN.-

" (A) IN GENERAL.-If an expatriate elects 
the application of this paragraph with re
spect to any property-

" (i) this section (other than this para
graph) shall not apply to such property, but 

"(ii) such property shall be subject to tax 
under this title in the same manner as if the 
individual were a United States citizen. 

"(B) LIMITATION ON AMOUNT OF ESTATE, 
GIFT, AND GENERATION-SKIPPING TRANSFER 
TAXES.- The aggregate amount of taxes im
posed under subtitle B with respect to any 
transfer of property by reason of an election 
under subparagraph (A) shall not exceed the 
amount of income tax which would be due if 
the property were sold for its fair market 
value immediately before the time of the 
transfer or death (taking into account the 
rules of subsection (a)(2)). 

"(C) REQUIREMENTS.-Subparagraph (A) 
shall not apply to an individual unless the 
individual-

"(i) provides security for payment of tax in 
such form and manner, and in such amount, 
as the Secretary may require, 

"(ii) consents to the waiver of any right of 
the individual under any treaty of the Unit
ed States which would preclude assessment 
or collection of any tax which may be im
posed by reason of this paragraph, and 

"(iii) complies with such other require
ments as the Secretary may prescribe. 

"(D) ELECTION.-An election under sub
paragraph (A) shall apply only to the prop
erty described in the election and, once 
made, shall be irrevocable. 

" (b) EXCLUSION FOR CERTAIN GAIN.-The 
amount which would (but for this sub
section) be includible in the gross income of 
any individual by reason of subsection (a) 
shall be reduced (but not below zero) by 
$600,000. 

" (c) PROPERTY TREATED AS HELD.- For pur
poses of this section, except as otherwise 
provided by the Secretary, an individual 
shall be treated as holding-

" (1) all property which would be includible 
in his gross estate under chapter 11 if such 
individual were a citizen or resident of the 
United States (within the meaning of chap
ter 11) who died at the time the property is 
treated as sold, 

" (2) any other interest in a trust which the 
individual is treated as holding under the 
rules of subsection (f)(l), and 

"(3) any other interest in property speci
fied by the Secretary as necessary or appro
priate to carry out the purposes of this sec
tion. 

" (d) EXCEPTIONS.-The following property 
shall not be treated as sold for purposes of 
this section: 

" (l) UNITED STATES REAL PROPERTY INTER
ESTS.-Any United States real property in
terest (as defined in section 897(c)(l)) , other 
than stock of a United States real property 
holding corporation which does not, on the 
expatriation date, meet the requirements' of 
section 897(c)(2). 

" (2) INTEREST IN CERTAIN RETIREMENT 
PLANS.-

"(A) IN GENERAL.- Any interest in a quali
fied retirement plan (as defined in section 

99-059 0-97 Vol. 141 (Pt. 20) 30 

4974(c)), other than any interest attributable 
to contributions which are in excess of any 
limitation or which violate any condition for 
tax- favored treatment. 

" (B) FOREIGN PENSION PLANS.-
"(i) IN GENERAL.-Under regulations pre

scribed by the Secretary, interests in foreign 
pension plans or similar retirement arrange
ments or programs. 

" (ii) LIMITATION.-The value of property 
which is treated as not sold by reason of this 
subparagraph shall not exceed $500,000. 

" (e) DEFINITIONS.-For purposes of this sec
tion-

"(l) EXPATRIATE.- The term 'expatriate' 
means--

"(A) any United States citizen who relin
quishes his citizenship, or 

" (B) any long-term resident of the United 
States who--

"(i) ceases to be a lawful permanent resi
dent of the United States (within the mean
ing of section 7701(b)(6)), or 

" (ii) commences to be treated as a resident 
of a foreign country under the provisions of 
a tax treaty between the United States and 
the foreign country and who does not waive 
the benefits of such treaty applicable to resi
dents of the foreign country. 
An individual shall not be treated as an ex
patriate for purposes of this section by rea
son of the individual relinquishing United 
States citizenship before attaining the age of 
181h if the individual has been a resident of 
the United States (as defined in section 
7701(b)(l)(A)(ii)) for less than 5 taxable years 
before the date of relinquishment. 

"(2) EXPATRIATION DATE.-The term 'expa
triation date' means--

"(A) the date an individual relinquishes 
United States citizenship, or 

"(B) in the case of a long-term resident of 
the United States, the date of the event de
scribed in clause (i) or (ii) of paragraph 
(l)(B). 

" (3) RELINQUISHMENT OF CITIZENSHIP.-A 
citizen shall be treated as relinquishing his 
United States citizenship on the earliest of-

" (A) the date the individual renounces his 
United States nationality before a diplo
matic or consular officer of the United 
States pursuant to paragraph (5) of section 
349(a) of the Immigration and Nationality 
Act (8 U.S.C. 1481(a)(5)), 

"(B) the date the individual furnishes to 
the United States Department of State a 
signed statement of voluntary relinquish
ment of United States nationality confirm
ing the performance of an act of expatriation 
specified in paragraph (1), (2), (3), or (4) of 
section 349(a) of the Immigration and Na
tionality Act (8 U.S.C. 1481(a) (1)-(4)), 

"(C) the date the United States Depart
ment of State issues to the individual a cer
tificate of loss of nationality, or 

" (D) the date a court of the United States 
cancels a naturalized citizen's certificate of 
naturalization. 
Subparagraph (A) or (B) shall not apply to 
any individual unless the renunciation or 
voluntary relinquishment is subsequently 
approved by the issuance to the individual of 
a certificate of loss of nationality by the 
United States Department of State. 

"(4) LONG-TERM RESIDENT.-
"(A) IN GENERAL.-The term 'long-term 

resident' means any individual (other than a 
citizen of the United States) who is a lawful 
permanent resident of the United States in 
at least 8 taxable years during the period of 
15 taxable years ending with the taxable year 
during which the sale under subsection (a )(l) 
is treated as occurring. For purposes of the 
preceding sentence, an individual shall not 

be treated as a lawful permanent resident for 
any taxable year if such individual is treated 
as a resident of a foreign country for the tax
able year under the provisions of a tax trea
ty between the United States and the foreign 
country and does not waive the benefits of 
such treaty applicable to residents of the for
eign country. 

"(B) SPECIAL RULE.-For purposes of sub
paragraph (A), there shall not be taken into 
account-

"(i) any taxable year during which any 
prior sale is treated under subsection (a)(l) 
as occurring, or 

"(ii) any taxable year prior to the taxable 
year referred to in clause (i). 

" (f) SPECIAL RULES APPLICABLE TO BENE
FICIARIES' INTERESTS IN TRUST.-

"(l) DETERMINATION OF BENEFICIARIES' IN
TEREST IN TRUST.-For purposes of this sec
tion-

"(A) GENERAL RULE.-A beneficiary's inter
est in a trust shall be based upon all relevant 
facts and circumstances, including the terms 
of the trust instrument and any letter of 
wishes or similar document, historical pat
terns of trust distributions, and the exist
ence of and functions performed by a trust 
protector or any similar advisor. 

"(B) SPECIAL RULE.-The remaining inter
ests in .the trust not determined under sub
paragraph (A) to be held by any beneficiary 
shall be allocated first to the grantor, if a 
beneficiary, and then to other beneficiaries 
under rules prescribed by the Secretary simi
lar to the rules of intestate succession. 

"(C) CONSTRUCTIVE OWNERSHIP.-If a bene
ficiary of a trust is a corporation, partner
ship, trust, or estate, the shareholders, part
ners, or beneficiaries shall be deemed to be 
the trust beneficiaries for purposes of this 
section. 

"(D) TAXPAYER RETURN POSITION.-A tax
payer shall clearly indicate on its income 
tax return-

"(i) the methodology used to determine 
that taxpayer's trust interest under this sec
tion, and 

"(ii) if the taxpayer knows (or has reason 
to know) that any other beneficiary of such 
trust is using a different methodology to de
termine such beneficiary's trust interest 
under this section. 

" (2) DEEMED SALE IN CASE OF TRUST INTER
EST .-If an individual who is an expatriate is 
treated under paragraph (1) as holding an in
terest in a trust for purposes of this sec
tion-

"(A) the individual shall not be treated as 
having sold such interest, 

" (B) such interest shall be treated as a sep
arate share in the trust, and 

"(C)(i) such separate share shall be treated 
as a separate trust consisting of the assets 
allocable to such share, 

"(ii) the separate trust shall be treated as 
having sold its assets immediately before the 
expatriation date for their fair market value 
and as having distributed all of its assets to 
the individual as of such time, and 

" (iii) the individual shall be treated as 
having recontributed the assets to the sepa
rate trust. 
Subsection (a)(2) shall apply to any income, 
gain, or loss of the individual arising from a 
distribution described in subparagraph 
(C)(ii). 

"(g) TERMINATION OF DEFERRALS, ETC.-On 
the date any property held by an individual 
is treated as sold under subsection (a), not
withstanding any other provision of this 
title-

"(1) any period during which recognition of 
income or gain is deferred shall terminate, 
and 
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"(2) any extension of time for payment of 

tax shall cease to apply and the unpaid por
tion of such tax shall be due and payable at 
the time and in the manner prescribed by the 
Secretary. 

"(h) RULES RELATING TO PAYMENT OF 
TAX.-

"(l) IMPOSITION OF TENTATIVE TAX.-
"(A) IN GENERAL.-If an individual is re

quired to include any amount in gross in
come under subsection (a) for any taxable 
year, there is hereby imposed, immediately 
before the expatriation date, a tax in an 
amount equal to the amount of tax which 
would be imposed if the taxable year were a 
short taxable year ending on the expatria
tion date. 

"(B) DUE DATE.-The due date for any tax 
imposed by subparagraph (A) shall be the 
90th day after the expatriation date. 

"(C) TREATMENT OF TAX.-Any tax paid 
under subparagraph (A) shall be treated as a 
payment of the tax imposed by this chapter 
for the taxable year to which subsection (a) 
applies. 

"(2) DEFERRAL OF TAX.-The payment of 
any tax attributable to amounts included in 
gross income under subsection (a) may be de
ferred to the same extent, and in the same 
manner, as any tax imposed by chapter 11, 
except that the Secretary may extend the 
period for extension of time for paying tax 
under section 6161 to such number of years as 
the Secretary determines appropriate. 

"(3) RULES RELATING TO SECURITY INTER
ESTS.-

"(A) ADEQUACY OF SECURITY INTERESTS.-In 
determining the adequacy of any security to 
be provided under this section, the Secretary 
may take into account the principles of sec
tion 2056A. 

"(B) SPECIAL RULE FOR TRUST.-If a tax
payer is required by this section to provide 
security in connection with any tax imposed 
by reason of this section with respect to the 
holding of an interest in a trust and any 
trustee of such trust is an individual citizen 
of the United States or a domestic corpora
tion, such trustee shall be required to pro
vide such security upon notification by the 
taxpayer of such requirement. 

"(i) COORDINATION WITH ESTATE AND GIFT 
TAXES.-If subsection (a) applies to property 
held by an individual for any taxable year 
and-

"(1) such property is includible in the gross 
estate of such individual solely by reason of 
section 2107, or 

"(2) section 2501 applies to a transfer of 
such property by such individual solely by 
reason of section 2501(a)(3), 
then there shall be allowed as a credit 
against the additional tax imposed by sec
tion 2101 or 2501, whichever is applicable, 
solely by reason of section 2107 or 2501(a)(3) 
an amount equal to the increase in the tax 
imposed by this chapter for such taxable 
year by reason of this section. 

"(j) REGULATIONS.-The Secretary shall 
prescribe such regulations as may be nec
essary or appropriate to carry out the pur
poses of this section, including regulations 
to prevent double taxation by ensuring 
that-

"(1) appropriate adjustments are made to 
basis to reflect gain recognized by reason of 
subsection (a) and the exclusion provided by 
subsection (b), 

"(2) no interest in property is treated as 
held for purposes of this section by more 
than one taxpayer, and 

"(3) any gain by reason of a deemed sale 
under subsection (a) of an interest in a cor
poration, partnership, trust, or estate is re-

duced to reflect that portion of such gain 
which is attributable to an interest in a 
trust which a shareholder, partner, or bene
ficiary is treated as holding directly under 
subsection (f)(l)(C). 

"(k) CROSS REFERENCE.-
"For income tax treatment of individuals 

who terminate United States citizenship, see 
section 7701(a)(47)." 

(b) DEFINITION OF TERMINATION OF UNITED 
STATES CITIZENSHIP.-Section 7701(a) of the 
Internal Revenue Code of 1986 is amended by 
adding at the end the following new para
graph: 

"(47) TERMINATION OF UNITED STATES CITI
ZENSHIP.-An individual shall not cease to be 
treated as a United States citizen before the 
date on which the individual's citizenship is 
treated as relinquished under section 
877A(e)(3)." 

(c) CONFORMING AMENDMENTS.-
(!) Section 877 of the Internal Revenue 

Code of 1986 is amended by adding at the end 
the following new subsection: 

"(f) APPLICATION.-This section shall not 
apply to any individual who relinquishes 
(within the meaning of section 877A(e)(3)) 
United States citizenship on or after Feb
ruary 6, 1995." 

(2) Section 2107(c) of such Code is amended 
by adding at the end the following new para
graph: 

"(3) CROSS REFERENCE.-For credit against 
the tax imposed by subsection (a) for expa
triation tax, see section 877A(i)." 

(3) Section 2501(a)(3) of such Code is amend
ed by adding at the end the following new 
flush sentence: 
"For credit against the tax imposed under 
this section by reason of this paragraph, see 
section 877 A(i)." 

(4) Section 6851 of such Code is amended by 
striking subsection (d) and by redesignating 
subsection (e) as subsection (d). 

(5) Paragraph (10) of section 7701(b) of such 
Code is amended by adding at the end the 
following new sentence: "This paragraph 
shall not apply to any long-term resident of 
the United States who is an expatriate (as 
defined in section 877A(e)(l))." 

(d) CLERICAL AMENDMENT.-The table of 
sections for subpart A of part II of sub
chapter N of chapter 1 of the Internal Reve
nue Code of 1986 is amended by inserting 
after the item relating to section 877 the fol
lowing new item: 

"Sec. 877A. Tax responsibilities of expatria
tion." 

(e) EFFECTIVE DATE.-
(1) IN GENERAL.-The amendments made by 

this section shall apply to expatriates (with
in the meaning of section 877A(e) of the In
ternal Revenue Code of 1986, as added by this 
section) whose expatriation date (as so de
fined) occurs on or after February 6, 1995. 

(2) DUE DATE FOR TENTATIVE TAX.-The due 
date under section 877A(h)(l)(B) of such Code 
shall in no event occur before the 90th day 
after the date of the enactment of this Act. 
SEC. 10102. BASIS OF ASSETS OF NONRESIDENT 

ALIEN INDIVIDUALS BECOMING 
CITIZENS OR RESIDENTS. 

(a) IN GENERAL.-Part IV of subchapter 0 
of chapter 1 of the Internal Revenue Code of 
1986 (relating to special rules for gain or loss 
on disposition of property) is amended by re
designating section 1061 as section 1062 and 
by inserting after section 1060 the following 
new section: 
"SEC. 1061. BASIS OF ASSETS OF NONRESIDENT 

ALIEN INDIVIDUALS BECOMING 
CITIZENS OR RESIDENTS. 

"(a) GENERAL RULE.-If a nonresident alien 
individual becomes a citizen or resident of 

the United States, gain or loss on the dis
position of any property held on the date the 
individual becomes such a citizen or resident 
shall be determined by substituting, as of 
the applicable date, the fair market value of 
such property (on the applicable date) for its 
cost basis. 

"(b) EXCEPTION FOR DEPRECIATION.-Any 
deduction under this chapter for deprecia
tion, depletion, or amortization shall be de
termined without regard to the application 
of this section. 

"(c) DEFINITIONS AND SPECIAL RULES.-For 
purposes of this section-

"(!) APPLICABLE DATE.-The term 'applica
ble date' means, with respect to any prop
erty to which subsection (a) applies, the ear
lier of-

"(A) the date the individual becomes a cit
izen or resident of the United States, or 

"(B) the date the property first becomes 
subject to tax under this subtitle by reason 
of being used in a United States trade or 
business or by reason of becoming a United 
States real property interest (within the 
meaning of section 897(c)(l)). 

"(2) RESIDENT.-The term 'resident' does 
not include an individual who is treated as a 
resident of a foreign country under the pro
visions of a tax treaty between the United 
States and a foreign country and who does 
not waive the benefits of such treaty applica
ble to residents of the foreign country. 

"(3) TRUSTS.-A trust shall not be treated 
as an individual. 

"(4) ELECTION NOT TO HAVE SECTION 
APPLY.-An individual may elect not to have 
this section apply solely for purposes of de
termining gain with respect to any property. 
Such election shall apply only to property 
specified in the election and, once made, 
shall be irrevocable. 

"(5) SECTION ONLY TO APPLY ONCE.-This 
section shall apply only with respect to the 
first time the individual becomes either a 
citizen or resident of the United States. 

"(d) REGULATIONS.-The Secretary shall 
prescribe regulations for purposes of this sec
tion, including regulations-

"(!) for application of this section in the 
case of property which consists of a direct or 
indirect interest in a trust, and 

"(2) providing look-thru rules in the case 
of any indirect interest in any United States 
real property interest (within the meaning of 
section 897(c)(l)) or property used in a United 
States trade or business." 

(b) CONFORMING AMENDMENT.-The table of 
sections for part IV of subchapter 0 of chap
ter 1 of the Internal Revenue Code of 1986 is 
amended by striking the item relating to 
section 1061 and inserting the following new 
items: 

"Sec. 1061. Basis of assets of nonresident 
alien individuals becoming citi
zens or residents. 

"Sec. 1062. Cross references." 
(C) EFFECTIVE DATE.-The amendments 

made by this section shall apply to disposi
tions after the date of the enactment of this 
Act, and to any disposition occurring on or 
before such date to which section 877 A of the 
Internal Revenue Code of 1986 (as added by 
section 611) applies. 

Subtitle B-Modification to Earned Income 
Credit 

SEC. 10201. EARNED INCOME TAX CREDIT DENIED 
TO INDIVIDUALS WITH SUBSTAN· 
TIAL CAPITAL GAIN NET INCOME. 

(a) IN GENERAL.-Paragraph (2) of section 
32(i) of the Internal Revenue Code of 1986 (re
lating to denial of credit for individuals hav
ing excessive investment income) is amend
ed-
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(1) by striking "and" at the end of subpara

graph (B), 
(2) by striking the period at the end of sub

paragraph (C) and inserting", and", and 
(3) by adding at the end the following new 

subparagraph: 
"(D) capital gain net income for the tax

able year." 
(b) EFFECTIVE DATE.-The amendment 

made by this section shall apply to taxable 
years beginning after December 31, 1995. 
Subtitle C-Alternative Minimum Tax on Cor-

porations Importing Products into the 
United States at Artificially Inflated Prices 

SEC. 10301. ALTERNATIVE MINIMUM TAX ON COR· 
PORATIONS IMPORTING PRODUCTS 
INTO TIIE UNITED STATES AT ARTI· 
FICIALLY INFLATED PRICES. 

(a) IN GENERAL.-Subchapter A of chapter 1 
of the Internal Revenue Code of 1986 (relat
ing to determination of tax liability) is 
amended by adding at the end the following 
new part: 
"PART VIII-ALTERNATIVE MINIMUM TAX 

ON CORPORATIONS IMPORTING PROD
UCTS INTO THE UNITED STATES AT AR
TIFICIALLY INFLATED PRICES 

"Sec. 59B. Alternative minimum tax on cor
porations importing products 
into the United States at artifi
cially inflated prices. 

"SEC. 59B. ALTERNATIVE MINIMUM TAX ON COR· 
PORATIONS IMPORTING PRODUCTS 
INTO TIIE UNITED STATES AT ARTJ. 
FICIALLY INFLATED PRICES. 

"(a) IMPOSITION OF T AX.-In the case of a 
corporation to which this section applies, 
there is hereby imposed an alternative mini
mum tax equal to 5 percent of net business 
receipts of the corporation for the taxable 
year. 

"(b) TAXPAYERS TO WHICH SECTION AP
PLIES.-This section shall apply to any cor
poration, foreign or domestic, if-

"(1) gross sales in the United States during 
the tax year of parts or products manufac
tured by the corporation, or any subsidiary 
or affiliate controlled by the corporation, ex
ceeded $10,000,000, 

"(2) during that same tax year parts or 
products manufactured by the corporation, 
or any subsidiary or affiliate controlled by 
the corporation, with a customs value in ex
cess of $10,000,000 were imported into the 
United States, and 

"(3) its tax obligation under this section 
exceeds its total tax obligation under all 
other sections of the Internal Revenue Code 
of 1986. 

"(c) CREDIT FOR TAXES PAID.-There shall 
be a nonrefundable credit against the taxes 
owed under this section equal to the total of 
all other taxes paid by the corporation under 
the Internal Revenue Code of 1986. 

"(d) DEFINITIONS.-For purposes of this sec
tion: 

"(1) NET BUSINESS RECEIPTS.-The term 
'net business receipts' means the value of all 
parts or products sold in the United States, 
excluding-

"(A) the value of parts or products sold for 
export, 

"(B) expenses paid for parts or products 
produced in the United States, 

"(C) expenses paid for services performed 
in the United States, and 

"(D) amounts paid for income, sales or use 
taxes imposed by any State, or political sub
division thereof, or by the District of Colum
bia, Puerto Rico, Guam or the Virgin Is
lands. 

"(2) SUBSIDIARY OR AFFILIATE CONTROLLED 
BY THE CORPORATION.-An entity shall be 
considered to be a 'subsidiary or affiliate 

controlled by the corporation' if the corpora
tion owns 5 percent or more of any class of 
stock of the entity or if the corporation ex
ercises control over a majority of the board 
of directors of the entity." 

(b) CLERICAL AMENDMENT.-The table of 
parts for such subchapter A is amended by 
adding at the end thereof the following new 
item: 

"Part Vill. Alternative minimum tax on cor
porations importing products 
into the United States at artifi
cially inflated prices." 

(c) EFFECTIVE DATE.-The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 1995. 

Subtitle D-Tax Treatment of Certain 
Extraordinary Dividends 

SEC. 10401. TAX TREATMENT OF CERTAIN EX· 
TRAORDINARY DIVIDENDS. 

(a) TREATMENT OF EXTRAORDINARY DIVI
DENDS IN EXCESS OF BASIS.-Paragraph (2) of 
section 1059(a) of the Internal Revenue Code 
of 1986 (relating to corporate shareholder's 
basis in stock reduced by nontaxed portion 
of extraordinary dividends) is amended to 
read as follows: 

"(2) AMOUNTS IN EXCESS OF BASIS.-If the 
nontaxed portion of such dividends exceeds 
such basis, such excess shall be treated as 
gain from the sale or exchange of such stock 
for the taxable year in which the extraor
dinary dividend is received." 

(b) TREATMENT OF REDEMPTIONS WHERE OP
TIONS INVOLVED.-Paragraph (1) of section 
1059(e) of such Code (relating to treatment of 
partial liquidations and non-pro rata re
demptions) is amended to read as follows: 

"(l) TREATMENT OF PARTIAL LIQUIDATIONS 
AND CERTAIN REDEMPTIONS.-Except as other
wise provided in regulations-

"(A) REDEMPTIONS.-ln the case of any re
demption of stock-

"(i) which is part of a partial liquidation 
(within the meaning of section 302(e)) of the 
redeeming corporation, 

"(ii) which is not pro rata as to all share
holders, or 

"(iii) which would not have been treated 
(in whole or in part) as a dividend if any op
tions had not been taken into account under 
section 318(a)(4), 
any amount treated as a dividend with re
spect to such redemption shall be treated as 
an extraordinary dividend to which para
graphs (1) and (2) of subsection (a) apply 
without regard to the period the taxpayer 
held such stock. In the case of a redemption 
described in clause (iii), only the basis in the 
stock redeemed shall be taken into account 
under subsection (a). 

"(B) REORGANIZATIONS, ETC.-An exchange 
described in section 356(a)(l) which is treated 
as a dividend under section 356(a)(2) shall be 
treated as a redemption of stock for purposes 
of applying subparagraph (A)." 

(c) EFFECTIVE DATES.-
(1) IN GENERAL.-The amendments made by 

this section shall apply to distributions after 
May 3, 1995. 

(2) TRANSITION RULE.-The amendments 
made by this section shall not apply to any 
distribution made pursuant to the terms of

(A) a written binding contract in effect on 
May 3, 1995, and at all times thereafter be
fore such distribution, or 

(B) a tender offer outstanding on May 3, 
1995. 

(3) CERTAIN DIVIDENDS NOT PURSUANT TO 
CERTAIN REDEMPTIONS.-ln determining 
whether the amendment made by subsection 
(a) applies to any extraordinary dividend 
other than a dividend treated as an extraor-

dinary dividend under section 1059(e)(l) of 
the Internal Revenue Code of 1986 (as amend
ed by this Act), paragraphs (1) and (2) shall 
be applied by substituting "September 13, 
1995" for "May 3, 1995". 

Subtitle E-Foreign Trust Tax Compliance 
SEC. 10501. IMPROVED INFORMATION REPORT· 

ING ON FOREIGN TRUSTS. 
(a) IN GENERAL.-Section 6048 of the Inter

nal Revenue Code of 1986 (relating to returns 
as to certain foreign trusts) is amended to 
read as follows: 
"SEC. 6048. INFORMATION WITII RESPECT TO 

CERTAIN FOREIGN TRUSTS. 
"(a) NOTICE OF CERTAIN EVENTS.-
"(l) GENERAL RULE.-On or before the 90th 

day (or such later day as the Secretary may 
prescribe) after any reportable event, the re
sponsible party shall provide written notice 
of such event to the Secretary in accordance 
with paragraph (2). 

"(2) CONTENTS OF NOTICE.-The notice re
quired by paragraph (1) shall contain such 
information as the Secretary may prescribe, 
including-

"(A) the amount of money or other prop
erty (if any) transferred to the trust in con
nection with the reportable event, and 

"(B) the identity of the trust and of each 
trustee and beneficiary (or class of bene
ficiaries) of the trust. 

"(3) REPORTABLE EVENT.-For purposes of 
this subsection-

"(A) IN GENERAL.-The term 'reportable 
event' means---

"(i) the creation of any foreign trust by a 
United States person, 

"(ii) the transfer of any money or property 
(directly or indirectly) to a foreign trust by 
a United States person, including a transfer 
by reason of death, and 

"(iii) the death of a citizen or resident of 
the United States if-

"(I) the decedent was treated as the owner 
of any portion of a foreign trust under the 
rules of subpart E of part I of i:ubchapter J 
of chapter 1, or 

"(II) any portion of a foreign trust was in
cluded in the gross estate of the decedent. 

"(B) EXCEPTIONS.-
"(i) FAIR MARKET VALUE SALES.-Subpara

graph (A)(ii) shall not apply to any transfer 
of property to a trust in exchange for consid
eration of at least the fair market value of 
the transferred property. For purposes of the 
preceding sentence, consideration other than 
cash shall be taken into account at its fair 
market value/ and the rules of section 
679(a)(3) shall apply. 

"(ii) PENSIO~ AND CHARITABLE TRUSTS.
Subparagraph (A) shall not apply with re
spect to a trust which is-

"(I) described in section 404(a)(4) or 404A, 
or 

"(II) determined by the Secretary to be de
scribed in section 501(c)(3). 

"(4) RESPONSIBLE PARTY.-For purposes of 
this subsection, the term 'responsible party' 
means-

"(A) the granter in the case of the creation 
of an inter vivos trust, 

"(B) the transferor in the case of a report
able event described in paragraph (3)(A)(ii) 
other than a transfer by reason of death, and 

"(C) the executor of the decedent' s estate 
in any other case. 

"(b) UNITED STATES GRANTOR OF FOREIGN 
TRUST.-

"(l) IN GENERAL.-If, at any time during 
any taxable year of a United States person, 
such person is treated as the owner of any 
portion of a foreign trust under the rules of 
subpart E of part I of subchapter J of chapter 
1, such person shall be responsible to ensure 
that-
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"(A) such trust makes a return for such 

year which sets forth a full and complete ac
counting of all trust activities and oper
ations for the year, the name of the United 
States agent for such trust, and such other 
information as the Secretary may prescribe, 
and 

"(B) such trust furnishes such information 
as the Secretary may prescribe to each Unit
ed States person (i) who is treated as the 
owner of any portion of such trust or (ii) who 
receives (directly or indirectly) any distribu
tion from the trust. 

"(2) TRUSTS NOT HAVING UNITED STATES 
AGENT.-

"(A) IN GENERAL.-If the rules of this sub
section apply to any foreign trust, the deter
mination of amounts required to be taken 
into account with respect to such trust by a 
United States person under the rules of sub
part E of part I of subchapter J of chapter 1 
shall be determined by the Secretary in the 
Secretary's sole discretion from the Sec
retary's own knowledge or from such infor
mation as the Secretary may obtain through 
testimony or otherwise. 

"(B) UNITED STATES AGENT REQUIRED.-The 
rules of this subsection shall apply to any 
foreign trust to which paragraph (1) applies 
unless such trust agrees (in such manner, 
subject to such conditions, and at such time 
as the Secretary shall prescribe) to authorize 
a United States person to act as such trust's 
limited agent solely for purposes of applying 
sections 7602, 7603, and 7604 with respect to-

"(i) any request by the Secretary to exam
ine records or produce testimony related to 
the proper treatment of amounts required to 
be taken into account under the rules re
ferred to in subparagraph (A), or 

"(ii) any summons by the Secretary for 
such records or testimony. 
The appearance of persons or production of 
records by reason of a United States person 
being such an agent shall not subject such 
persons or records to legal process for any 
purpose other than determining the correct 
treatment under this title of the amounts re
quired to be taken into account under the 
rules referred to in subparagraph (A). A for
eign trust which appoints an agent described 
in this subparagraph shall not be considered 
to have an office or a permanent establish
ment in the United States, or to be engaged 
in a trade or business in the United States, 
solely because of the activities of such agent 
pursuant to this subsection. 

"(C) OTHER RULES TO APPLY.-Rules similar 
to the rules of paragraphs (2) and (4) of sec
tion 6038A(e) shall apply for purposes of this 
paragraph. 

"(c) REPORTING BY UNITED STATES BENE
FICIARIES OF FOREIGN TRUSTS.-

"(l) IN GENERAL.-If any United States per
son receives (directly or indirectly) during 
any taxable year of such person any distribu
tion from a foreign trust, such person shall 
make a return with respect to such trust for 
such year which includes--

"(A) the name of such trust, 
"(B) the aggregate amount of the distribu

tions so received from such trust during such 
taxable year, and 

"(C) such other information as the Sec
retary may prescribe. 

"(2) INCLUSION IN INCOME IF RECORDS NOT 
PROVIDED.-If adequate records are not pro
vided to the Secretary to determine the 
proper treatment of any distribution from a 
foreign trust, such distribution shall be 
treated as an accumulation distribution in
cludible in the gross income of the distribu
tee under chapter 1. To the extent provided 
in regulations, the preceding sentence shall 

not apply if the foreign trust elects to be 
subject to rules similar to the rules of sub
section (b)(2)(B). 

"(d) SPECIAL RULES.-
"(l) DETERMINATION OF WHETHER UNITED 

STATES PERSON RECEIVES DISTRIBUTION.-For 
purposes of this section, in determining 
whether a United States person receives a 
distribution from a foreign trust, the fact 
that a portion of such trust is treated as 
owned by another person under the rules of 
subpart E of part I of subchapter J of chapter 
1 shall be disregarded. 

"(2) DOMESTIC TRUSTS WITH FOREIGN ACTIVI
TIES.-To the extent provided in regulations, 
a trust which is a United States person shall 
be treated as a foreign trust for purposes of 
this section and section 6677 if such trust has 
substantial activities, or holds substantial 
property, outside the United States. 

"(3) TIME AND MANNER OF FILING INFORMA
TION .-Any notice or return required under 
this section shall be made at such time and 
in such manner as the Secretary shall pre
scribe. 

"(4) MODIFICATION OF RETURN REQUIRE
MENTS.-The Secretary is authorized to sus
pend or modify any requirement of this sec
tion if the Secretary determines that the 
United States has no significant tax interest 
in obtaining the required information." 

(b) INCREASED PENALTIES.-Section 6677 of 
such Code (relating to failure to file informa
tion returns with respect to certain foreign 
trusts) is amended to read as follows: 
"SEC. 6677. FAILURE TO FILE INFORMATION 

WITH RESPECT TO CERTAIN FOR· 
EIGN TRUSTS. 

"(a) CIVIL PENALTY.-In addition to any 
criminal penalty provided by law, if any no
tice or return required to be filed by section 
6048-

"(1) is not filed on or before the time pro
vided in such section, or 

"(2) does not include all the information 
required pursuant to such section or includes 
incorrect information, 
the person required to file such notice or re
turn shall pay a penalty equal to 35 percent 
of the gross reportable amount. If any failure 
described in the preceding sentence contin
ues for more than 90 days after the day on 
which the Secretary mails notice of such 
failure to the person required to pay such 
penalty, such person shall pay a penalty (in 
addition to the amount determined under 
the preceding sentence) of $10,000 for each 30-
day period (or fraction thereof) during which 
such failure continues after the expiration of 
such 90-day period. 

"(b) SPECIAL RULES FOR RETURNS UNDER 
SECTION 6048(b).-In the case of a return re
quired under section 6048(b)-

"(1) the United States person referred to in 
such section shall be liable for the penalty 
imposed by subsection (a), and 

"(2) subsection (a) shall be applied by sub
stituting '5 percent' for '35 percent'. 

"(c) GROSS REPORTABLE AMOUNT.-For pur
poses of subsection (a), the term 'gross re
portable amount' means--

"(1) the gross value of the property in
volved in the event (determined as of the 
date of the event) in the case of a failure re
lating to section 6048(a), 

"(2) the gross value of the portion of the 
trust's assets at the close of the year treated 
as owned by the United States person in the 
case of a failure relating to section 6048(b)(l), 
and 

"(3) the gross amount of the distributions 
in the case of a failure relating to section 
6048(c). 

"(d) REASONABLE CAUSE EXCEPTION.-No 
penalty shall be imposed by this section on 

any failure which is shown to be due to rea
sonable cause and not due to willful neglect. 
The fact that a foreign jurisdiction would 
impose a civil or criminal penalty on the 
taxpayer (or any other person) for disclosing 
the required information is not reasonable 
cause. 

"(e) DEFICIENCY PROCEDURES NOT To 
APPLY.-Subchapter B of chapter 63 (relating 
to deficiency procedures for income, estate, 
gift, and certain excise taxes) shall not apply 
in respect of the assessment or collection of 
any penalty imposed by subsection (a)." 

(c) CONFORMING AMENDMENTS.-
(1) Paragraph (2) of section 6724(d) of such 

Code is amended by striking "or" at the end 
of subparagraph (S), by striking the period 
at the end of subparagraph (T) and inserting 
", or'', and by inserting after subparagraph 
(T) the following new subparagraph: 

"(U) section 6048(b)(l)(B) (relating to for
eign trust reporting requirements)." 

(2) The table of sections for subpart B of 
part III of subchapter A of chapter 61 is of 
such Code amended by striking the item re
lating to section 6048 and inserting the fol
lowing new item: 

"Sec. 6048. Information with respect to cer
tain foreign trusts." 

(3) The table of sections for part I of sub
chapter B of chapter 68 of such Code is 
amended by striking the item relating to 
section 6677 and inserting the following new 
item: 

"Sec. 6677. Failure to file information with 
respect to certain foreign 
trusts." 

(d) EFFECTIVE DATES.-
(1) REPORTABLE EVENTS.-To the extent re

lated to subsection (a) of section 6048 of the 
Internal Revenue Code of 1986, as amended 
by this section, the amendments made by 
this section shall apply to reportable events 
(as defined in such section 6048) occurring 
after the date of the enactment of this Act. 

(2) GRANTOR TRUST REPORTING.-To the ex
tent related to subsection (b) of such section 
6048, the amendments made by this section 
shall apply to taxable years of United States 
persons beginning after the date of the en
actment of this Act. 

(3) REPORTING BY UNITED STATES BENE
FICIARIES.-To the extent related to sub
section (c) of such section 6048, the amend
ments made by this section shall apply to 
distributions received after the date of the 
enactment of this Act. 
SEC. 10502. MODIFICATIONS OF RULES RELATING 

TO FOREIGN TRUSTS HAVING ONE 
OR MORE UNITED STATES BENE
FICIARIES. 

(a) TREATMENT OF TRUST OBLIGATIONS, 
ETC.-

(1) Paragraph (2) of section 679(a) of the In
ternal Revenue Code of 1986 is amended by 
striking subparagraph (B) and inserting the 
following: 

"(B) TRANSFERS AT FAIR MARKET VALUE.
To any transfer of property to a trust in ex
change for consideration of at least the fair 
market value of the transferred property. 
For purposes of the preceding sentence, con
sideration other than cash shall be taken 
into account at its fair market value." 

(2) Subsection (a) of section 679 of such 
Code (relating to foreign trusts having one 
or more United States beneficiaries) is 
amended by adding at the end the following 
new paragraph: 

"(3) CERTAIN OBLIGATIONS NOT TAKEN INTO 
ACCOUNT UNDER FAIR MARKET VALUE EXCEP
TION.-

"(A) IN GENERAL.-ln determining whether 
paragraph (2)(B) applies to any transfer by a 
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person described in clause (ii) or (iii) of sub
paragraph (C), there shall not be taken into 
account-

"(i) any obligation of a person described in 
subparagraph (C), and 

"(ii) to the extent provided in regulations, 
any obligation which is guaranteed by a per
son described in subparagraph (C). 

"(B) TREATMENT OF PRINCIPAL PAYMENTS ON 
OBLIGATION.-Principal payments by the 
trust on any obligation referred to in sub
paragraph (A) shall be taken into account on 
and after the date of the payment in deter
mining the portion of the trust attributable 
to the property transferred. 

"(C) PERSONS DESCRIBED.-The persons de
scribed in this subparagraph are-

"(i) the trust, 
"(ii) any grantor or beneficiary of the 

trust, and 
"(iii) any person who is related (within the 

meaning of section 643(i)(3)) to any grantor 
or beneficiary of the trust." 

(b) ExEMPTION OF TRANSFERS TO CHARI
TABLE TRUSTS.-Subsection (a) of section 679 
of such Code is amended by striking "section 
404(a)(4) or 404A" and inserting "section 
6048(a)(3)(B)(ii)' '. 

(c) OTHER MODIFICATIONS.-Subsection (a) 
of section 679 of such Code is amended by 
adding at the end the following new para
graphs: 

"(4) SPECIAL RULES APPLICABLE TO FOREIGN 
GRANTOR WHO LATER BECOMES A UNITED 
STATES PERSON.-

"(A) IN GENERAL.-If a nonresident alien 
individual has a residency starting date 
within 5 years after directly or indirectly 
transferring property to a foreign trust, this 
section and section 6048 shall be applied as if 
such individual transferred to such trust on 
the residency starting date an amount equal 
to the portion of such trust attributable to 
the property transferred by such individual 
to such trust in such transfer. 

"(B) TREATMENT OF UNDISTRIBUTED IN
COME.-For purposes of this section, undis
tributed net income for periods before such 
individual's residency starting date shall be 
taken into account in determining the por
tion of the trust which is attributable to 
property transferred by such individual to 
such trust but shall not otherwise be taken 
into account. 

"(C) RESIDENCY STARTING DATE.-For pur
poses of this paragraph, an individual's resi
dency starting date is the residency starting 
date determined under section 770l(b)(2)(A). 

"(5) OUTBOUND TRUST MIGRATIONS.-If
"(A) an individual who is a citizen or resi

dent of the United States transferred prop
erty to a trust which was not a foreign trust, 
and 

"(B) such trust becomes a foreign trust 
while such individual is alive, 
then this section and section 6048 shall be ap
plied as if such individual transferred to such 
trust on the date such trust becomes a for
eign trust an amount equal to the portion of 
such trust attributable to the property pre
viously transferred by such individual to 
such trust. A rule similar to the rule of para
graph (4)(B) shall apply for purposes of this 
paragraph." 

(d) MODIFICATIONS RELATING TO WHETHER 
TRUST HAS UNITED STATES BENEFICIARIES.
Subsection (c) of section 679 of such Code is 
amended by adding at the end the following 
new paragraphs: 

"(3) CERTAIN UNITED STATES BENEFICIARIES 
DISREGARDED.-A beneficiary shall not be 
treated as a United States person in applying 
this section with respect to any transfer of 
property to foreign trust if such beneficiary 

first became a United States person more 
than 5 years after the date of such transfer. 

"(4) TREATMENT OF FORMER UNITED STATES 
PERSONS.-To the extent provided by the Sec
retary, for purposes of this subsection, the 
term 'United States person' includes any 
person who was a United States person at 
any time during the existence of the trust." 

(e) TECHNICAL AMENDMENT.-Subparagraph 
(A) of section 679(c)(2) of such Code is amend
ed to read as follows: 

"(A) in the case of a foreign corporation, 
such corporation is a controlled foreign cor
poration (as defined in section 957(a)), ". 

(f) REGULATIONS.-Section 679 of such Code 
is amended by adding at the end the follow
ing new subsection: 

"(d) REGULATIONS.-The Secretary shall 
prescribe such regulations as may be nec
essary or appropriate to carry out the pur
poses of this section." 

(g) EFFECTIVE DATE.-The amendments 
made by this section shall apply to transfers 
of property after February 6, 1995. 
SEC. 10503. FOREIGN PERSONS NOT TO BE 

TREATED AS OWNERS UNDER 
GRANTOR TRUST RULES. 

(a) GENERAL RULE.-
(1) Subsection (f) of section 672 of the In

ternal Revenue Code of 1986 (relating to spe
cial rule where grantor is foreign person) is 
amended to read as follows: 

"(f) SUBPART NOT To RESULT IN FOREIGN 
OWNERSHIP.-

"(!) IN GENERAL.:--Notwithstanding any 
other provision of this subpart, this subpart 
shall apply only to the extent such applica
tion results in an amount being currently 
taken into account (directly or through 1 or 
more entities) under this chapter in comput
ing the income of a citizen or resident of the 
United States or a domestic corporation. 

"(2) EXCEPTIONS.-
"(A) CERTAIN REVOCABLE AND IRREVOCABLE 

TRUSTS.-
"(i) IN GENERAL.-Except as provided in 

clause (ii), paragraph (1) shall not apply to 
any trust if-

"(I) the power to revest absolutely in the 
grantor title to the trust property is exer
cisable solely by the grantor without the ap
proval or consent of any other person or with 
the consent of a related or subordinate party 
who is subservient to the grantor, or 

"(II) the only amounts distributable from 
such trust (whether income or corpus) during 
the lifetime of the grantor are amounts dis
tributable to the grantor or the spouse of the 
grantor. 

"(ii) EXCEPTION.-Clause (i) shall not apply 
to any trust which has a beneficiary who is 
a United States person to the extent such 
beneficiary has made transfers of property 
by gift (directly or indirectly) to a foreign 
person who is the grantor of such trust. For 
purposes of the preceding sentence, any gift 
shall not be taken into account to the extent 
such gift is excluded from taxable gifts under 
section 2503(b). 

"(B) COMPENSATORY TRUSTS.-Except as 
provided in regulations, paragraph (1) shall 
not apply to any portion of a trust distribu
tions from which are taxable as compensa
tion for services rendered. 

"(3) SPECIAL RULES.-Except as otherwise 
provided in regulations prescribed by the 
Secretary-

"(A) a controlled foreign corporation (as 
defined in section 957) shall be treated as a 
domestic corporation for purposes of para
graph (1), and 

"(B) paragraph (1) shall not apply for pur
poses of applying part Ill of subchapter G 
(relating to foreign personal holding compa-

nies) and part VI of subchapter P (relating to 
treatment of certain passive foreign invest
ment companies). 

"(4) RECHARACTERIZATION OF PURPORTED 
GIFTS.-In the case of any transfer directly 
or indirectly from a partnership or foreign 
corporation which the transferee treats as a 
gift or bequest, the Secretary may re
characterize such transfer in such cir
cumstances as the Secretary determines to 
be appropriate to prevent the avoidance of 
the purposes of this subsection. 

"(5) REGULATIONS.-The Secretary shall 
prescribe such regulations as may be nec
essary or appropriate to carry out the pur
poses of this subsection, including regula
tions providing that paragraph (1) shall not 
apply in appropriate cases." 

(2) The last sentence of subsection (c) of 
section 672 of such Code is amended by in
serting "subsection (f) and" before "sections 
674". 

(b) CREDIT FOR CERTAIN TAXES.-Paragraph 
(2) of section 665(d) of such Code is amended 
by adding at the end the following new sen
tence: "Under rules or regulations prescribed 
by the Secretary, in the case of any foreign 
trust of which the settlor or another person 
would be treated as owner of any portion of 
the trust under subpart E but for section 
672(f), the term 'taxes imposed on the trust' 
includes the allocable amount of any in
come, war profits, and excess profits taxes 
imposed by any foreign country or posses
sion of the United States on the settlor or 
such other person in respect of trust gross 
income." 

(C) DISTRIBUTIONS BY CERTAIN FOREIGN 
TRUSTS THROUGH NOMINEES.-

(1) Section 643 of such Code is amended by 
adding at the end the following new sub
section: 

"(h) DISTRIBUTIONS BY CERTAIN FOREIGN 
TRUSTS THROUGH NOMINEES.-For purposes of 
this part, any amount paid to a United 
States person which is derived directly or in
directly from a foreign trust of which the 
pay or is not the gran tor shall be deemed in 
the year of payment to have been directly 
paid by the foreign trust to such United 
States person." 

(2) Section 665 of such Code is amended by 
striking subsection (c). 

(d) EFFECTIVE DATE.-
(1) IN GENERAL.-Except as provided by 

paragraph (2), the amendments made by this 
section shall take effect on the date of the 
enactment of this Act. 

(2) EXCEPTION FOR CERTAIN TRUSTS.-The 
amendments made by this section shall not 
apply to any trust-

(A) which is treated as owned by the grant
or or another person under section 676 or 677 
(other than subsection (a)(3) thereof) of the 
Internal Revenue Code of 1986, and 

(B) which is in existence on September 19, 
1995. 
The preceding sentence shall not apply to 
the portion of any such trust attributable to 
any transfer to such trust after September 
19, 1995. 

(e) TRANSITIONAL RULE.-If-
(1) by reason of the amendments made by 

this section, any person other than a United 
States person ceases to be treated as the 
owner of a portion of a domestic trust, and 

(2) before January l, 1997, such trust be
comes a foreign trust, or the assets of such 
trust are transferred to a foreign trust, 
no tax shall be imposed by section 1491 of the 
Internal Revenue Code of 1986 by reason of 
such trust becoming a foreign trust or the 
assets of such trust being transferred to a 
foreign trust. 
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SEC. 10M4. INFORMATION REPORTING REGARD· 

ING FOREIGN GIFTS. 
(a) IN GENERAL.-Subpart A of part III of 

subchapter A of chapter 61 of the Internal 
Revenue Code of 1986 is amended by inserting 
after section 6039E the following new section: 
"SEC. 6039F. NOTICE OF GIFI'S RECEIVED FROM 

FOREIGN PERSONS. 
"(a) IN GENERAL.-If the value of the aggre

gate foreign gifts received by a United States 
person (other than an organization described 
in section 501(c) and exempt from tax under 
section 50l(a)) during any taxable year ex
ceeds $10,000, such United States person shall 
furnish (at such time and in such manner as 
the Secretary shall prescribe) such informa
tion as the Secretary may prescribe regard
ing each foreign gift received during such 
year. 

"(b) FOREIGN GIFT.-For purposes of this 
section, the term 'foreign gift' means any 
amount received from a person other than a 
United States person which the recipient 
treats as a gift or bequest. Such term shall 
not include any qualified transfer (within 
the meaning of section 2503(e)(2)). 

"(c) PENALTY FOR FAIL URE To FILE INFOR
MATION.-

"(l) IN GENERAL.-If a United States person 
fails to furnish the information required by 
subsection (a) with respect to any foreign 
gift within the time prescribed therefor (in
cluding extensions)-

"(A) the tax consequences of the receipt of 
such gift shall be determined by the Sec
retary in the Secretary's sole discretion 
from the Secretary's own knowledge or from 
such information as the Secretary may ob
tain through testimony or otherwise, and 

"(B) such United States person shall pay 
(upon notice and demand by the Secretary 
and in the same manner as tax) an amount 
equal to 5 percent of the amount of such for
eign gift for each month for which the fail
ure continues (not to exceed 25 percent of 
such amount in the aggregate). 

"(2) REASONABLE CAUSE EXCEPTION.- Para
graph (1) shall not apply to any failure to re
port a foreign gift if the United States per
son shows that the failure is due to reason
able cause and not due to willful neglect. 

"(d) REGULATIONS.-The Secretary shall 
prescribe such regulations as may be nec
essary or appropriate to carry out the pur
poses of this section.'' 

(b) CLERICAL AMENDMENT.-The table of 
sections for such subpart is amended by in
serting after the item relating to section 
6039E the following new item: 

"Sec. 6039F. Notice of large gifts received 
from foreign persons." 

(c) EFFECTIVE DATE.-The amendments 
made by this section shall apply to amounts 
received after the date of the enactment of 
this Act in taxable years ending after such 
date. 
SEC. 10505. MODIFICATION OF RULES RELATING 

TO FOREIGN TRUSTS WHICH ARE 
NOT GRANTOR TRUSTS. 

(a) MODIFICATION OF INTEREST CHARGE ON 
ACCUMULATION DISTRIBUTIONS.-Subsection 
(a) of section 668 of the Internal Revenue 
Code of 1986 (relating to interest charge on 
accumulation distributions from foreign 
trusts) is amended to read as follows: 

"(a) GENERAL RULE.-For purposes of the 
tax determined under section 667(a)-

"(1) INTEREST DETERMINED USING UNDER
PAYMENT RATES.-The interest charge deter
mined under this section with respect to any 
distribution is the amount of interest which 
would be determined on the partial tax com
puted under section 667(b) for the period de
scribed in paragraph (2) using the rates and 

the method under section 6621 applicable to 
underpayments of tax. 

"(2) PERIOD.-For purposes of paragraph 
(1), the period described in this paragraph is 
the period which begins on the date which is 
the applicable number of years before the 
date of the distribution and which ends on 
the date of the distribution. 

"(3) APPLICABLE NUMBER OF YEARS.-For 
purposes of paragraph (2)-

"(A) IN GENERAL.-The applicable number 
of years with respect to a distribution is the 
number determined by dividing-

"(i) the sum of the products described in 
subparagraph (B) with respect to each undis
tributed income year, by 

"(ii) the aggregate undistributed net in
come. 
The quotient determined under the preceding 
sentence shall be rounded under procedures 
prescribed by the Secretary. 

"(B) PRODUCT DESCRIBED.-For purposes of 
subparagraph (A), the product described in 
this subparagraph with respect to any undis
tributed income year is the product of-

"(i) the undistributed net income for such 
year, and 

"(11) the sum of the number of taxable 
years between such year and the taxable 
year of the distribution (counting in each 
case the undistributed income year but not 
counting the taxable year of the distribu
tion). 

"(4) UNDISTRIBUTED INCOME YEAR.-For pur
poses of this subsection, the term 'undistrib
uted income year' means any prior taxable 
year of the trust for which there is undistrib
uted net income, other than a taxable year 
during all of which the beneficiary receiving 
the distribution was not a citizen or resident 
of the United States. 

"(5) DETERMINATION OF UNDISTRIBUTED NET 
INCOME.-Notwithstanding section 666, for 
purposes of this subsection, an accumulation 
distribution from the trust shall be treated 
as reducing proportionately the undistrib
uted net income for prior taxable years. 

"(6) PERIODS BEFORE 1996.-Interest for the 
portion of the period described in paragraph 
(2) which occurs before January 1, 1996, shall 
be determined-

"(A) by using an interest rate of 6 percent, 
and 

"(B) without compounding until January 1, 
1996." 

(b) ABUSIVE TRANSACTIONS.-Section 643(a) 
of such Code is amended by inserting after 
paragraph (6) the following new paragraph: 

"(7) ABUSIVE TRANSACTIONS.-The Sec
retary shall prescribe such regulations as 
may be necessary or appropriate to carry out 
the purposes of this part, including regula
tions to prevent avoidance of such pur
poses." 

(C) TREATMENT OF USE OF TRUST PROP
ERTY.-

(1) IN GENERAL.-Section 643 of such Code 
(relating to definitions applicable to sub
parts A, B, C, and D) is amended by adding at 
the end the following new subsection: 

"(i) USE OF FOREIGN TRUST PROPERTY.-For 
purposes of subparts B, C, and D-

"(1) GENERAL RULE.-If a foreign trust 
makes a loan of cash or marketable securi
ties directly or indirectly to--

"(A) any grantor or beneficiary of such 
trust who is a United States person, or 

"(B) any United States person not de
scribed in subparagraph (A) who is related to 
such grantor or beneficiary, 
the amount of such loan shall be treated as 
a distribution by such trust to such grantor 
or beneficiary (as the case may be). 

"(2) USE OF OTHER PROPERTY.-Except as 
provided in regulations prescribed by the 
Secretary, any direct or indirect use of trust 
property (other than cash or marketable se
curities) by a person referred to in subpara
graph (A) or (B) of paragraph (1) shall be 
treated as a distribution to the grantor or 
beneficiary (as the case may be) equal to the 
fair market value of the use of such prop
erty. The Secretary may prescribe regula
tions treating a loan guarantee by the trust 
as a use of trust property equal to the value 
of the guarantee. 

"(3) DEFINITIONS AND SPECIAL RULES.-For 
purposes of this subsection-

"(A) CASH.-The term 'cash' includes for
eign currencies and cash equivalents. 

"(B) RELATED PERSON.-
"(i) IN GENERAL.-A person is related to an

other person if the relationship between such 
persons would result in a disallowance of 
losses under section 267 or 707(b). In applying 
section 267 for purposes of the preceding sen
tence, section 267(c)(4) shall be applied as if 
the family of an individual includes the 
spouses of the members of the family. 

"(ii) ALLOCATION OF USE.-If any person de
scribed in paragraph (l)(B) is related to more 
than one person, the grantor or beneficiary 
to whom the treatment under this sub
section applies shall be determined under 
regulations prescribed by the Secretary. 

"(C) EXCLUSION OF TAX-EXEMPTS.-The 
term 'United States person' does not include 
any entity exempt from tax under this chap
ter. 

"(D) TRUST NOT TREATED AS SIMPLE 
TRUST.-Any trust which is treated under 
this subsection as making a distribution 
shall be treated as not described in section 
651. 

"(4) SUBSEQUENT TRANSACTIONS REGARDING 
LOAN PRINCIPAL.-If any loan is taken into 
account under paragraph (1), any subsequent 
transaction between the trust and the origi
nal borrower regarding the principal of the 
loan (by way of complete or partial repay
ment, satisfaction, cancellation, discharge, 
or otherwise) shall be disregarded for pur
poses of this title." 

(2) TECHNICAL AMENDMENT.-Paragraph (8) 
of section 7872(D of such Code is amended by 
inserting ", 643(i)," before "or 1274" each 
place it appears. 

(d) EFFECTIVE DATES.-
(!) INTEREST CHARGE.-The amendment 

made by subsection (a) shall apply to dis
tributions after the date of the enactment of 
this Act. 

(2) ABUSIVE TRANSACTIONS.-The amend
ment made by subsection (b) shall take ef
fect on the date of the enactment of this Act. 

(3) USE OF TRUST PROPERTY .-The amend
ment made by subsection (c) shall apply to-

(A) loans of cash or marketable securities 
after September 19, 1995, and 

(B) uses of other trust property after De
cember 31, 1995. 
SEC. 10506. RESIDENCE OF ESTATES AND TRUSTS, 

ETC. 
(a) TREATMENT AS UNITED STATES PER

SON.-
(1) IN GENERAL.-Paragraph (30) of section 

770l(a) of the Internal Revenue Code of 1986 
is amended by striking subparagraph (D) and 
by inserting after subparagraph (C) the fol
lowing: 

"(D) any estate or trust if-
"(i) a court within the United States is 

able to exercise primary supervision over the 
administration of the estate or trust, and 

"(ii) in the case of a trust, one or more 
United States fiduciaries have the authority 
to control all substantial decisions of the 
trust." 
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(2) CONFORMING AMENDMENT.-Paragraph 

(31) of section 7701(a) of such Code is amend
ed to read as follows: 

"(31) FOREIGN ESTATE OR TRUST.-The term 
'foreign estate' or 'foreign trust' means any 
estate or trust other than an estate or trust 
described in section 7701(a)(30)(D)." 

(3) EFFECTIVE DATE.-The amendments 
made by this subsection shall apply-

(A) to taxable years beginning after De
cember 31, 1996, or 

(B) at the election of the trustee of a trust, 
to taxable years ending after the date of the 
enactment of this Act. 
Such an election, once made, shall be irrev
ocable. 

(b) DOMESTIC TRUSTS WHICH BECOME FOR
EIGN TRUSTS.-

(1) IN GENERAL.-Section 1491 of such Code 
(relating to imposition of tax on transfers to 
avoid income tax) is amended by adding at 
the end the following new flush sentence: 
"If a trust which is not a foreign trust be
comes a foreign trust, such trust shall be 
treated for purposes of this section as having 
transferred, immediately before becoming a 
foreign trust, all of its assets to a foreign 
trust." 

(2) PENALTY.-Section 1494 of such Code is 
amended by adding at the end the following 
new subsection: 

"(c) PENALTY.-In the case of any failure to 
file a return required by the Secretary with 
respect to any transfer described in section 
1491, the person required to file such return 
shall be liable for the penalties provided in 
section 6677 in the same manner as if such 
failure were a failure to file a return under 
section 6048(a)." 

(3) EFFECTIVE DATE.-The amendments 
made by this subsection shall take effect on 
the date of the enactment of this Act. 
Subtitle F-Limitation on Section 936 Credit 

SEC. 10601. LIMITATION ON SECTION 936 CREDIT. 
(a) GENERAL RULE.-Paragraph (4) of sec

tion 936(a) of the Internal Revenue Code of 
1986 (relating to Puerto Rico and possession 
tax credit) is amended by redesignating sub
paragraph13 (B) and (C) as subparagraphs (C) 
and (D), respectively, and by striking sub
paragraph (A) and inserting the following 
new subsections: 

"(A) CREDIT FOR ACTIVE BUSINESS INCOME.
The amount of the credit determined under 
paragraph (l)(A) for any taxable year shall 
not exceed 60 percent of the aggregate 
amount of the possession corporation's 
qualified possession wages for such taxable 
year. 

"(B) CREDIT FOR INVESTMENT INCOME.
"(i) IN GENERAL.-If-
"(I) the QPSII assets of the possession cor

poration for any taxable year, exceed 
"(II) 80 percent of such possession corpora

tion's qualified tangible business investment 
for such taxable year, 
the credit determined under paragraph (l)(B) 
for such taxable year shall be reduced by the 
amount determined under clause (ii). 

"(ii) AMOUNT OF REDUCTION.-The reduction 
determined under this clause for any taxable 
year is an amount which bears the same 
ratio to the credit determined under para
graph (l)(B) for such taxable year (deter
mined without regard to this subparagraph) 
as-

"(I) the excess determined under clause (i), 
bears to 

"(II) the QPSII assets of the posse~sion 
corporation for such taxable year." 

(b) PHASEDOWN OF CREDIT.-The table con
tained in clause (ii) of section 936(a)(4)(C) of 
such Code, as redesigated by subsection (a), 
is amended to read as follows: 

"In the case of tax
able years begin
ning in: 

The 

percentage is: 
1994 ... ...... . ........ .. . . .. ............ 60 
1995 .... ..... ..... ....... ... .......... .. 55 
1996 ···································· 40 
1997 ···································· 20 
1998 and thereafter . . . . . . . . . . . . 0." 

(C) DEFINITIONS AND SPECIAL RULES.-Sub
section (i) of section 936 of such Code is 
amended to read as follows: 

"(i) DEFINITIONS AND SPECIAL RULES RE
LATING TO LIMITATIONS OF SUBSECTION 
(a)(4).-

"(1) QUALIFIED POSSESSION WAGES.-For 
purposes of this section-

"(A) IN GENERAL.-The term 'qualified pos
session wages' means wages paid or incurred 
by the possession corporation during the tax
able year to any employee for services per
formed in a possession of the United States, 
but only if such services are performed while 
the principal place of employment of such 
employee is within such possession. 

"(B) LIMITATION ON AMOUNT OF WAGES 
TAKEN INTO ACCOUNT.-

"(i) IN GENERAL.-The amount of wages 
which may be taken into account under sub
paragraph (A) with respect to any employee 
for any taxable year shall not exceed the 
contribution and benefit base determined 
under section 230 of the Social Security Act 
for the calendar year in which such taxable 
year begins. 

"(ii) TREATMENT OF PART-TIME EMPLOYEES, 
ETC.-If-

"(I) any employee is not employed by the 
possession corporation on a substantially 
full-time basis at all times during the tax
able year, or 

"(II) the principal place of employment of 
any employee with the possession corpora
tion is not within a possession at all times 
during the taxable year, 
the limitation applicable under clause (i) 
with respect to such employee shall be the 
appropriate portion (as determined by the 
Secretary) of the limitation which would 
otherwise be in effect under clause (i). 

"(C) TREATMENT OF CERTAIN EMPLOYEES.
The term 'qualified possession wages' shall 
not include any wages paid to employees who 
are assigned by the employer to perform 
services for another person, unless the prin
cipal trade or business of the employer is to 
make employees available for temporary pe
riods to other persons in return for com
pensation. All possession corporations treat
ed as 1 corporation under paragraph (4) shall 
be treated as 1 employer for purposes of the 
preceding sentence. 

"(D) WAGES.-
"(i) IN GENERAL.-Except as provided in 

clause (ii), the term 'wages' has the meaning 
given to such term by subsection (b) of sec
tion 3306 (determined without regard to any 
dollar limitation contained in such section). 
For purposes of the preceding sentence, such 
subsection (b) shall be applied as if the term 
'United States' included all possessions of 
the United States. 

"(ii) SPECIAL RULE FOR AGRICULTURAL 
LABOR AND RAILWAY LABOR.-In any case to 
which subparagraph (A) or (B) of paragraph 
(1) of section 51(h) applies, the term 'wages' 
has the meaning given to such term by sec
tion 51(h)(2). 

"(2) QPSII ASSETS.-For purposes of this 
section-

"(A) IN GENERAL.-The QPSII assets of a 
possession corporation for any taxable year 
is the average of the amounts of the posses
sion corporation's qualified investment as-

sets as of the close of each quarter of such 
taxable year. 

"(B) QUALIFIED INVESTMENT ASSETS.-The 
term 'qualified investment assets' means the 
aggregate adjusted bases of the assets which 
are held by the possession corporation and 
the income from which qualifies as qualified 
possession source investment income. For 
purposes of the preceding sentence, the ad
justed basis of any asset shall be its adjusted 
basis as determined for purposes of comput
ing earnings and profits. 

"(3) QUALIFIED TANGIBLE BUSINESS INVEST
MENT.-For purposes of this section-

"(A) IN GENERAL.-The qualified tangible 
business investment of any possession cor
poration for any taxable year is the average 
of the amounts of the possession corpora
tion's qualified possession investments as of 
the close of each quarter of such taxable 
year. 

"(B) QUALIFIED POSSESSION INVESTMENTS.
The term 'qualified possession investments' 
means the aggregate adjusted bases of tan
gible property used by the possession cor
poration in a possession of the United States 
in the active conduct of a trade or business 
within such possession. For purposes of the 
preceding sentence, the adjusted basis of any 
property shall be its adjusted basis as deter
mined for purposes of computing earnings 
and profits. 

"(4) RELOCATED BUSINESSES.-
"(A) IN GENERAL.-In determining-
"(i) the possession corporation's qualified 

possession wages for any taxable year, and 
"(ii) the possession corporation's qualified 

tangible business investment for such tax
able year, 
there shall be excluded all wages and all 
qualified possession investments which are 
allocable to a disqualified relocated business. 

"(B) DISQUALIFIED RELOCATED BUSINESS.
For purposes of subparagraph (A), the term 
'disqualified relocated business' means any 
trade or business commenced by the posses
sion corporation after October 12, 1995, or 
any addition after such date to an existing 
trade or business of such possession corpora
tion unless-

"(i) the possession corporation certifies 
that the commencement of such trade or 
business or such addition will not result in a 
decrease in employment at an existing busi
ness operation located in the United States, 
and 

"(ii) there is no reason to believe that such 
commencement or addition was done with 
the intention of closing down operations of 
an existing business located in the United 
States. 

"(5) ELECTION TO COMPUTE CREDIT ON CON
SOLIDATED BASIS.-

"(A) IN GENERAL.-Any affiliated group 
may elect to treat all possession corpora
tions which would be members of such group 
but for section 1504(b)(4) as 1 corporation for 
purposes of this section. The credit deter
mined under this section with respect to 
such 1 corporation shall be allocated among 
such possession corporations in such manner 
as the Secretary may prescribe. 

"(B) ELECTION.-An election under sub
paragraph (A) shall apply to the taxable year 
for which made and all succeedin~ taxable 
years unless revoked with the consent of the 
Secretary. 

"(6) TREATMENT OF CERTAIN TAXES.-Not
withstanding subsection (c), if-

"(A) the credit determined under sub
section (a)(l) for any taxable year is limited 
under subsection (a)(4), and 

"(B) the possession corporation has paid or 
accrued any taxes of a possession of the 
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United States for such taxable year which 
are treated as not being income, war profits, 
or excess profits taxes paid or accrued to a 
possession of the United States by reason of 
subsection (c), such possession corporation 
shall be allowed a deduction for such taxable 
year equal to the portion of such taxes which 
are allocable (on a pro rata basis) to taxable 
income of the possession corporation the tax 
on which is not offset by reason of the limi
tations of subsection (a )(4). In determining 
the credit under subsection (a) and in apply
ing the preceding sentence, taxable income 
shall be determined without regard to the 
preceding sentence. 

" (7) POSSESSION CORPORATION.-The term 
'possession corporation' means a domestic 
corporation for which the election provided 
in subsection (a) is in effect." 

(d) MINIMUM TAX TREATMENT.-Clause (iii) 
of section 56(g)(4)(C) of such Code is amended 
by adding at the end thereof the following 
subclauses: 

"(ill) SEPARATE APPLICATION OF FOREIGN 
TAX CREDIT LIMITATIONS.-In determining the 
alternative minimum foreign tax credit, sec
tion 904(d) shall be applied as if dividends 
from a corporation eligible for the credit 
provided by section 936 were a separate cat
egory of income referred to in a subpara
graph of section 904(d)(l). 

"(IV) COORDINATION WITH LIMITATION ON 936 
CREDIT.- Any reference in this clause to a 
dividend received from a corporation eligible 
for the credit provided by section 936 shall be 
treated as a reference to the portion of any 
such dividend for which the dividends re
ceived deduction is disallowed under clause 
(i) after the application of clause (ii)(I)." 

(e) EFFECTIVE DATE.-The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 1995. 

TITLE XI-COMMI'ITEE ON VETERANS' 
AFFAIRS 

SEC. llOC)l. SHORT TITLE; TABLE OF CONTENTS. 
(a) SHORT TITLE.-This title may be cited 

as the " Veterans Reconciliation Act of 1995". 
(b) TABLE OF CONTENTS.-The contents of 

this title are as follows: 
TITLE XI-VETERANS' AFFAIRS 

Sec. 11001. Short title; table of contents. 
Subtitle A-Permanent Extension of 

Temporary Authorities 
Sec. 11011. Authority to require that certain 

veterans agree to make copay
ments in exchange for receiving 
health-care benefits. 

Sec. 11012. Medical care cost recovery au
thority. 

Sec. 11013. Income verification authority. 
Sec. 11014. Limitation on pension for certain 

recipients of medicaid-covered 
nursing home care. 

Sec. 11015. Home loan fees. 
Sec. 11016. Procedures applicable to liquida

tion sales on defaulted home 
loans guaranteed by the De
partment of Veterans Affairs. 

Subtitle B--Other Matters 
Sec. 11021. Revised standard for liability for 

injuries resulting from Depart
ment of Veterans Affairs treat
ment. 

Sec. 11022. Enhanced loan asset sale author
ity. 

Sec. 11023. Withholding of payments and 
benefits. 

Subtitle C-Health Care Eligibility Reform 
Sec. 11031. Hospital care and medical serv

ices. 
Sec. 11032. Extension of authority to prior

ity health care for Persian Gulf 
veterans. 

Sec. 11033. Prosthetics. 
Sec. 11034. Management of health care. 
Sec. 11035. Improved efficiency in health 

care resource management. 
Sec. 11036. Sharing agreements for special

ized medical resources. 
Sec. 11037. Personnel furnishing shared re

sources. 
Subtitle A-Permanent Extension of 

Temporary Authorities 
SEC. 11011. AUfHORITY TO REQUIRE THAT CER· 

TAIN VETERANS AGREE TO MAKE 
COPAYMENTS IN EXCHANGE FOR RE
CEMNG HEALTH-CARE BENEFITS. 

*Section 8013 of the Omnibus Budget Rec
onciliation Act of 1990 (38 U.S.C. 1710 note) is 
amended by striking out subsection (e). 
SEC. 11012. MEDICAL CARE COST RECOVERY AU

THORITY. 
Section 1729(a)(2)(E) of title 38, United 

States Code, is amended by striking out "be
fore October 1, 1998," . 
SEC. 11013. INCOME VERIFICATION AUTHORITY. 

Section 5317 of title 38, United States Code, 
is amended by striking out subsection (g). 
SEC. 11014. LIMITATION ON PENSION FOR CER· 

TAIN RECIPIENTS OF MEDICAID
COVERED NURSING HOME CARE. 

Section 5503(0 of title 38, United States 
Code, is amended by striking out paragraph 
(7). 
SEC. 11015. HOME LOAN FEES. 

Section 3729(a) of title 38, United States 
Code, is amended-

(1) in paragraph (4), by striking out "and 
before October 1, 1998"; and 

(2) in paragraph (5)(C), by striking out ", 
and before October 1, 1998" . 
SEC. 11016. PROCEDURES APPLICABLE TO LIQ· 

UIDATION SALES ON DEFAULTED 
HOME LOANS GUARANTEED BY THE 
DEPARTMENT OF VETERANS AF
FAIRS. 

Section 3732(c)(ll) of title 38, United States 
Code, is amended by striking out paragraph 
(11). 

Subtitle B-Other Matters 
SEC. 11021. REVISED STANDARD FOR LIABILITY 

FOR INJURIES RESULTING FROM 
DEPARTMENT OF VETERANS AF
FAIRS TREATMENT. 

(a) REVISED STANDARD.-Section 1151 of 
title 38, United States Code, is amended-

(1) by designating the second sentence as 
subsection (c); 

(2) by striking out the first sentence and 
inserting in lieu thereof the following: 

" (a) Compensation under this chapter and 
dependency and indemnity compensation 
under chapter 13 of this title shall be award
ed for a qualifying additional disability of a 
veteran or the qualifying death of a veteran 
in the same manner as if such disability or 
death were service-connected. 

"(b)(l) For purposes of this section, a dis
ability or death is a qualifying additional 
disability or a qualifying death only if the 
disability or death-

" (A) was caused by Department health 
care and was a proximate result of-

"(i ) negligence on the part of the Depart
ment in furnishing the Department health 
care; or 

"(ii) an event not reasonably foreseeable; 
or 

"(B) was incurred as a proximate result of 
the provision of training and rehabilitation 
services by the Secretary (including by a 
service-provider used by the Secretary for 
such purpose under section 3115 of this title) 
as part of an approved rehabilitation pro
gram under chapter 31 of this title. 

" (2) For purposes of this section, the term 
'Department health care' means hospital 

care, medical or surgical treatment, or an 
examination that is furnished under any law 
administered by the Secretary to a veteran 
by a Department employee or in a Depart
ment facility (as defined in section 1701(3)(A) 
of this title). 

" (3) A disability or death of a veteran 
which is the result of the veteran's willful 
misconduct is not a qualifying disability or 
death for purposes of this section. " ; and 

(3) by adding at the end the following: 
" (d) Effective with respect to injuries, ag

gravations of injuries, and deaths occurring 
after September 30, 2002, a disability or death 
is a qualifying additional disability or a 
qualifying death for purposes of this section 
(notwithstanding the provisions of sub
section (b)(l)) if the disability or death-

"(1) was the result of Department health 
care; or 

"(2) was the result of the pursuit of a 
course of vocational rehabilitation under 
chapter 31 of this title. " . 

(b) CONFORMING AMENDMENTS.-Subsection 
(c) of such section, as designated by sub
section (a)(l), is amended-

(1) by striking out ", aggravation," both 
places it appears; and 

(2) by striking out "sentence" and insert
ing in lieu thereof "subsection". 

(c) EFFECTIVE DATE.-The amendments 
made by this section shall apply to any ad
ministrative or judicial determination of eli
gibility for benefits under section 1151 of 
title 38, United States Code, based on a claim 
that is received by the Secretary on or after 
October 1, 1995, including any such deter
mination based on an original application or 
an application seeking to reopen, revise, re
consider, or otherwise readjudicate any 
claim for benefits under section 1151 of that 
title or any predecessor provision of law. 
SEC. 11022. ENHANCED LOAN ASSET SALE AU

THORITY. 
Section 3720(h)(2) of title 38, United States 

Code, is amended by striking out "December 
31, 1995" and inserting in lieu thereof "Sep
tember 30, 1996". 
SEC. 11023. WITHHOLDING OF PAYMENTS AND 

BENEFITS. 
(a) NOTICE REQUIRED IN LIEU OF CONSENT OR 

COURT ORDER.-Section 3726 of title 38, Unit
ed States Code, is amended by striking out 
"unless" and all that follows and inserting 
in lieu thereof the following: "unless the 
Secretary provides such veteran or surviving 
spouse with notice by certified mail with re
turn receipt requested of the authority of 
the Secretary to waive the payment of in
debtedness under section 5302(b) of this title. 
If the Secretary does not waive the entire 
amount of the liability, the Secretary shall 
then determine whether the veteran or sur
viving spouse should be released from liabil
ity under section 3713(b) of this title. If the 
Secretary determines that the veteran or 
surviving spouse should not be released from 
liability, the Secretary shall notify the vet
eran or surviving spouse of that determina
tion and provide a notice of the procedure for 
appealing that determination, unless the 
Secretary has previously made such deter
mination and notified the veteran or surviv
ing spouse of the procedure for appealing the 
determination.' ' . 

(b) CONFORMING AMENDMENT.-Section 
5302(b) of such title is amended by inserting 
" with return receipt requested" after "cer
tified mail " . 

(C) EFFECTIVE DATE.-The amendments 
made by this section shall apply with respect 
to any indebtedness to the United States 
arising pursuant to chapter 37 of title 38, 
United States Code, before, on, or after the 
date of the enactment of this Act. 
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Subtitle C-Health Care Eligibility Reform 

SEC. 11031. HOSPITAL CARE AND MEDICAL SERV
ICES. 

(a) ELIGIBILITY FOR CARE.-Section 1710(a) 
of title 38, United States Code, is amended by 
striking out paragraphs (1) and (2) and in
serting the following: 

"(a)(l) The Secretary shall, to the extent 
and in the amount provided in advance in ap
propriations Acts for these purposes, provide 
hospital care and medical services, and may 
provide nursing home care, which the Sec
retary determines is needed to any veteran-

"(A) with a compensable service-connected 
disability; 

"(B) whose discharge or release from ac
tive military, naval, or air service was for a 
compensable disability that was incurred or 
aggravated in the line of duty; 

"(C) who is in receipt of, or who, but for a 
suspension pursuant to section 1151 of this 
title (or both a suspension and the receipt of 
retired pay), would be entitled to disability 
compensation, but only to the extent that 
such veteran's continuing eligibility for such 
care is provided for in the judgment or set
tlement provided for in such section; 

"(D) who is a former prisoner of war; 
"(E) of the Mexican border period or of 

World War I; 
"(F) who was exposed to a toxic substance, 

radiation, or environmental hazard, as pro
vided in subsection (e); and 

"(G) who is unable to defray the expenses 
of necessary care as determined under sec
tion 1722(a) of this title. 

"(2) In the case of a veteran who is not de
scribed in paragraph (1), the Secretary may, 
to the extent resources and facilities are 
available and subject to the provisions of 
subsection (f), furnish hospital care, medical 
services, and nursing home care which the 
Secretary determines is needed.". 

(b) CONFORMING AMENDMENTS.-(1) Section 
1710(e) of such title is amended-

(A) in paragraph (1), by striking out "hos
pital care and nursing home care" in sub
paragraphs (A), (B), and (C) and inserting in 
lieu thereof "hospital care, medical services, 
and nursing home care"; 

(B) in paragraph (2), by inserting "and 
medical services" after "Hospital and nurs
ing home care"; and 

(C) by striking out "subsection (a)(l)(G) of 
this section" each place it appears and in
serting in lieu thereof "subsection (a)(l)(F)". 

(2) Chapter 17 of such title is amended-
(A) by redesignating subsection (g) of sec

tion 1710 as subsection (h); and 
(B) by transferring subsection (f) of section 

1712 of such title to section 1710 so as to ap
pear after subsection (f), redesignating such 
subsection as subsection (g), and amending 
such subsection by striking out "section 
1710(a)(2) of this title" in paragraph (1) and 
inserting in lieu thereof "subsection (a)(2) of 
this section". 

(3) Section 1712 of such title is amended
(A) by striking out subsections (a) and (i); 

and 
(B) by redesignating subsections (b), (c), 

(d), (h) and (j), as subsections (a), (b), (c), (d), 
and (e), respectively. 
SEC. 11032. EXTENSION OF AUTHORITY TO PRIOR

ITY HEALTH CARE FOR PERSIAN 
GULF VETERANS. 

Section 1710(e)(3) of title 38, United States 
Code, is amended by striking out "December 
31, 1995" and inserting in lieu thereof "De
cember 31, 1998". 
SEC. 11033. PROSTHETICS. 

(a) ELIGIBILITY FOR PROSTHETICS.-Section 
1701(6)(A)(i) of title 38, United States Code, is 
amended-

(1) by striking out "(in the case of a person 
otherwise receiving care or services under 
this chapter)" and "(except under the condi
tions described in section 1712(a)(5)(A) of this 
title),"; 

(2) by inserting "(in the case of a person 
otherwise receiving care or services under 
this chapter)" before "wheelchairs,"; and 

(3) by inserting "except that the Secretary 
may not furnish sensori-neural aids other 
than in accordance with guidelines which the 
Secretary shall prescribe," after "reasonable 
and necessary,". 

(b) REGULATIONS.-Not later than 30 days 
after the date of the enactment of this Act, 
the Secretary of Veterans Affairs shall pre
scribe the guidelines required by the amend
ments made by subsection (a) and shall fur
nish a copy of those guidelines to the Com
mittees on Veterans' Affairs of the Senate 
and House of Representatives. 
SEC. 11034. MANAGEMENT OF HEALTH CARE. 

(a) IN GENERAL.-(1) Chapter 17 of title 38, 
United States Code, is amended by inserting 
after section 1704 the following new sections: 
"§ 1705. Management of health care: patient 

enrollment system 
"(a) In managing the provision of hospital 

care and medical services under section 
1710(a)(l) of this title, the Secretary, in ac
cordance with regulations the Secretary 
shall prescribe, shall establish and operate a 
system of annual patient enrollment. The 
Secretary shall manage the enrollment of 
veterans in accordance with the following 
priorities, in the order listed: 

"(1) Veterans with service-connected dis
abilities rated 30 percent or greater. 

"(2) Veterans who are former prisoners of 
war and veterans with service connected dis
abilities rated 10 percent or 20 percent. 

"(3) Veterans who are in receipt of in
creased pension based on a need of regular 
aid and attendance or by reason of being per
manently housebound and other veterans 
who are catastrophically disabled. 

"(4) Veterans not covered by paragraphs (1) 
through (3) who are unable to defray the ex
penses of necessary care as determined under 
section 1722(a) of this title. 

"(5) All other veterans eligible for hospital 
care, medical services, and nursing home 
care under section 1710(a)(l) of this title. 

"(b) In the design of an enrollment system 
under subsection (a), the Secretary-

"(1) shall ensure that the system will be 
managed in a manner to ensure that the pro
vision of care to enrollees is timely and ac
ceptable in quality; 

"(2) may establish additional priorities 
within each priority group specified in sub
section (a), as the Secretary determines nec
essary; and 

"(3) may provide for exceptions to the 
specified priorities where dictated by com
pelling medical reasons. 
"§ 1706. Management of health care: other re

quirements 
"(a) In managing the provision of hospital 

care and medical services under section 
1710(a) of this title, the Secretary shall, to 
the extent feasible, design, establish and 
manage health care programs in such a man
ner as to promote cost-effective delivery of 
health care services in the most clinically 
appropriate setting. 

"(b) In managing the provision of hospital 
care and medical services under section 
1710(a) of this title, the Secretary-

"(1) may contract for hospital care and 
medical services when Department facilities 
are not capable of furnishing such care and 
services economically, and 

"(2) shall make such rules and regulations 
regarding acquisition procedures or policies 
as the Secretary considers appropriate to 
provide such needed care and services. 

"(c) In managing the provision of hospital 
care and medical services under section 
1710(a) of this title, the Secretary shall en
sure that the Department maintains its ca
pacity to provide for the specialized treat
ment and rehabilitative needs of disabled 
veterans described in section 1710(a) of this 
title (including veterans with spinal cord 
dysfunction, blindness, amputations, and 
mental illness) within distinct programs or 
facilities of the Department that are dedi
cated to the specialized needs of those veter
ans in a manner that (1) affords those veter
ans reasonable access to care and services for 
those specialized needs, and (2) ensures that 
overall capacity of the Department to pro
vide such services is not reduced below the 
capacity of the Department, nationwide, to 
provide those services, as of the date of the 
enactment of this section. 

"(d) In managing the provision of hospital 
care and medical services under section 
1710(a) of this title, the Secretary shall en
sure that any veteran with a service-con
nected disability is provided all benefits 
under this chapter for which that veteran 
was eligible before the date of the enactment 
of this section.". 

(2) The table of sections at the beginning of 
chapter 17 of such title is amended by insert
ing after the item relating to section 1704 the 
following new items: 
"1705. Management of health care: patient 

enrollment system. 
"1706. Management of health care: other re

quirements." 
(b) CONFORMING AMENDMENTS TO SECTION 

1703.-(1) Section 1703 of such title is amend
ed-

(A) by striking out subsections (a) and (b); 
and 

(B) in subsection (c) by
(i) striking out "(c)", and 
(ii) striking out "this section, sections" 

and inserting in lieu thereof "sections 1710,". 
(2)(A) The heading of such section is 

amended to read as follows: 
"§ 1703. Annual report on furnishing of care 

and services by contract". 
(B) The item relating to such section in 

the table of sections at the beginning of 
chapter 17 of such title is amended to read as 
follows: 
"1703. Annual report on furnishing of care 

and services by contract.". 
SEC. 11035. IMPROVED EFFICIENCY IN HEALTH 

CARE RESOURCE MANAGEMENT. 
(a) REPEAL OF SUNSET PROVISION .-Section 

204 of the Veterans Health Care Act of 1992 
(Public Law 102-585; 106 Stat. 4950) is re
pealed. 

(b) COST RECOVERY.-Title II of such Act is 
further amended by adding at the end the 
following new section: 
"SEC. 207. AtrrHORITY TO BILL HEALTH-PLAN 

CONTRACTS. 
"(a) RIGHT To RECOVER.-ln the case of a 

primary beneficiary (as described in section 
201(2)(B)) who has coverage under a health
plan contract, as defined in section 
1729(i)(l)(A) of title 38, United States Code, 
and who is furnished care or services by a 
Department medical facility pursuant to this 
title, the United States shall have the right 
to recover or collect charges for such care or 
services from such health-plan contract to 
the extent that the beneficiary (or the pro
vider of the care or services) would be eligi
ble to receive payment for such care or serv
ices from such health-plan contract if the 
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care or services had not been furnished by a 
department or agency of the United States. 
Any funds received from such health-plan 
contract shall be credited to funds that have 
been allotted to the facility that furnished 
the care or services. 

"(b) ENFORCEMENT.-The right of the Unit
ed States to recover under such a bene
ficiary 's health-plan contract shall be en
forceable in the same manner as that pro
vided by subsections (a)(3) , (b) , (c)(l), (d) , (f), 
(h), and (i) of section 1729 of title 38, United 
States Code.". 
SEC. 11036. SHARING AGREEMENTS FOR SPECIAL

IZED MEDICAL RESOURCES. 
(a) REPEAL OF SECTION 8151.-(1) Sub

chapter IV of chapter 81 of title 38, United 
States Code, is amended-

(A) by striking out section 8151; and 
(B) by redesignating sections 8152, 8153, 

8154 , 8155, 8156, 8157, and 8158 as sections 8151, 
8152, 8153, 8154, 8155, 8156, and 8157, respec
tively. 

(2) The table of sections at the beginning of 
chapter 81 is amended-

(A) by striking out the "item relating to 
section 8151; and 

(B) by revising the items relating to sec
tions 8152, 8153, 8154, 8155, 8156, 8157, and 8158 
to reflect the redesignations by paragraph 
(l)(B). 

(b) REVISED AUTHORITY FOR SHARING 
AGREEMENTS.-Section 8152 of such title, as 
redesignated by subsection (a)(l)(B), is 
amended-

(1) in subsection (a)(l)(A)-
(A) by striking out "specialized medical re

sources" and inserting in lieu thereof 
"health-care resources"; and 

(B) by striking out "other" and all that 
follows through "medical schools" and in
serting in lieu thereof "any medical school, 
health-care provider, health-care plan, in
surer, or other entity or individual"; 

(2) in subsection (a)(2) by striking out 
"only" and all that follows through "are 
not" and inserting in lieu thereof "if such re
sources are not, or would not be,"; 

(3) in subsection (b), by striking out "re
ciprocal reimbursement" in the first sen
tence and all that follows through the period 
at the end of that sentence and inserting in 
lieu thereof "payment to the Department in 
accordance with procedures that provide ap
propriate flexibility to negotiate payment 
which is in the best interest of the Govern
ment."; 

(4) in subsection (d) , by striking out "pre
clude such payment, in accordance with-" 
and all that follows through "to such facility 
therefor" and inserting in lieu thereof "pre
clude such payment to such facility for such 
care or services"; 

(5) by redesignating subsection (e) as sub
section (f); and 

(6) by inserting after subsection (d) the fol
lowing new subsection (e): 

"(e) The Secretary may make an arrange
ment that authorizes the furnishing of serv
ices by the Secretary under this section to 
individuals who are not veterans only if the 
Secretary determines-

"(1) that such an arrangement will not re
sult in the denial of, or a delay in providing 
access to, care to any veteran at that facil
ity; and 

" (2) that such an arrangement-
" (A) is necessary to maintain an accept

able level and quality of service to veterans 
at that facility; or 

"(B) will result in the improvement of 
services to eligible veterans at that facil
ity.". 

(c) CROSS-REFERENCE AMENDMENTS.-(1) 
Section 8110(c)(3)(A) of such title is amended 

by striking out "8153" and inserting in lieu 
thereof "8152". 

(2) Subsection (b) of section 8154 of such 
title (as redesignated by subsection (a)(l)(B)) 
is amended by striking out " section 8154" 
and inserting in lieu thereof "section 8153". 

(3) Section 8156 of such title (as redesig
nated by subsection (a)(l)(B)) is amended

(A) in subsection (a), by striking out "sec
tion 8153(a)" and inserting in lieu thereof 
"section 8152(a)"; and 

(B) in subsection (b)(3), by striking out 
" section 8153" and inserting in lieu thereof 
"section 8152". 

(4) Subsection (a) of section 8157 of such 
title (as redesignated by subsection (a)(l)(B)) 
is amended-

(A) in the matter preceding paragraph (1), 
by striking out "section 8157" and "section 
8153(a)" and inserting in lieu thereof "sec
tion 8156" and "section 8152(a)", respec
tively; and 

(B) in paragraph (1), by striking out "sec
tion 8157(b)(4)" and inserting in lieu thereof 
"section 8156(b)(4)". 
SEC. 11037. PERSONNEL FURNISHING SHARED 

RESOURCES. 
Section 712(b)(2) of title 38, United States 

Code, is amended-
(1) by striking out "the sum of-" and in

serting in lieu thereof "the sum of the fol
lowing:''; 

(2) by capitalizing the first letter of the 
first word of each of subparagraphs (A) and 
(B); 

(3) by striking out "; and" at the end of 
subparagraph (A) and inserting in lieu there
of a period; and 

(4) by adding at the end the following: 
"(C) The number of such positions in the 

Department during that fiscal year held by 
persons involved in ~roviding health-care re
sources under section 8111 or 8152 of this 
title.". 

TITLE XII-LEGISLATIVE BRANCH 
SEC. 12101. REQUIREMENT THAT EXCESS FUNDS 

PROVIDED FOR OFFICIAL ALLOW
ANCES OF MEMBERS OF THE HOUSE 
OF REPRESENTATIVES BE DEDI
CATED TO DEFICIT REDUCTION. 

Of the funds made available in any appro
priation Act for fiscal year 1996 or any suc
ceeding fiscal year for the official expenses 
allowance, the clerk hire allowance, or the 
official mail allowance of a Member of the 
House of Representatives, any amount that 
remains unobligated at the end of such fiscal 
year shall be transferred to the Deficit Re
duction Fund established by Executive Order 
12858 (58 Fed. Reg. 42185). Any amount so 
transferred shall be in addition to the 
amounts specified in section 2(b) of such 
order, but shall be subject to the require
ments and limitations set forth in sections 
2(c) and 3 of such order. 

TITLE XIII-MISCELLANEOUS 
PROVISIONS 

SEC. 13101. ELIMINATION OF DISPARITY BE
TWEEN EFFECTIVE DATES FOR MILI
TARY AND CIVILIAN RETIREE COST
OF-LIVING ADJUSTMENTS FOR FIS. 
CAL YEARS 1996, 1997, AND 1998. 

(a) CONFORMANCE WITH SCHEDULE FOR CIVIL 
SERVICE COLAs.-Subparargraph (B) of sec
tion 1401a(b)(2) of title 10, United States 
code, is amended-

(1) by striking out "THROUGH 1998" the first 
place it appears and all that follows through. 
"In the case of' the second place it appears 
and inserting in lieu thereof "THROUGH 1996.
In the case of ' ; 

(2) by striking "of 1994, 1995, 1996, or 1997" 
and inserting in lieu thereof "of 1993, 1994, or 
1995"; and 

(3) by striking out "September" and in
serting in lieu thereof " March". 

(b) REPEAL OF PRIOR CONDITIONAL ENACT
MENT.-Section 8114A(b) of Public Law 103-
335 (108 Stat. 2648) is repealed. 

SEC. 13102. DISPOSAL OF CERTAIN MATERIALS IN 
NATIONAL DEFENSE STOCKPILE 
FOR DEFICIT REDUCTION. 

(a) DISPOSALS REQUIRED.-(1) During fiscal 
year 1996, the President shall dispose of all 
cobalt contained in the National Defense 
Stockpile that, as the date of the enactment 
of this Act, is authorized for disposal under 
any law (other than this Act). 

(2) In addition to the disposal of cobalt 
under paragraph (1), the President shall dis
pose of additional quantities of cobalt and 
quantities of aluminum, ferro columbium, 
germanium, palladium, platinum, and rubber 
contained in the National Defense Stockpile 
so as to result in receipts to the United 
States in amounts equal to-

(A) $21,000,000 during the fiscal year ending 
September 30, 1996; 

(B) $338,000,000 during the five-fiscal year 
period ending on September 30, 2000; and 

(C) $649,000,000 during the seven-fiscal year 
period ending on September 30, 2002. 

(3) The President is not required to include 
the disposal of the materials identified in 
paragraph (2) in an annual materials plan for 
the National Defense Stockpile. Disposals 
made under this section may be made with
out consideration of the requirements of an 
annual materials plan. 

(b) LIMITATION ON DISPOSAL QUANTITY.
The total quantities of materials authorized 
for disposal by the President under sub
section (a)(2) may not exceed the · amounts 
set forth in the following table: 

AUTHORIZED STOCKPILE DISPOSALS 

Material for disposal 

Aluminum ..... .... . 
Cobalt ... .... .... .. ........... . 
Ferro Columbium .. .... .. 
Germanium . 
Palladium 
Platinum 
Rubber ..... 

Quantity 

62,881 short tons 
42,482,323 pounds contained 
930,911 pounds contained 
68,207 kilograms 
1,264,601 troy ounces 
452,641 troy ounces 
125,138 long tons 

(C) DEPOSIT OF RECEIPTS.-Notwithstanding 
section 9 of the Strategic and Critical Mate
rials Stock Piling Act (50 U.S.C. 98h), funds 
received as a result of the disposal of mate
rials under subsection (a)(2) shall be depos
ited in to the general fund of the Treasury for 
the purpose of deficit reduction. 

(d) RELATIONSHIP TO OTHER DISPOSAL AU
THORITY.-The disposal authority provided in 
subsection (a)(2) is new disposal authority 
and is in addition to, and shall not affect, 
any other disposal authority provided by law 
regarding the materials specified in such 
subsection. 

(e) TERMINATION OF DISPOSAL AUTHORITY.
The President may not use the disposal au
thority provided in subsection (a)(2) after the 
date on which the total amount of receipts 
specified in subparagraph (C) of such sub
section is achieved. 

(f) DEFINITION.-The term "National De
fense Stockpile" means the National Defense 
Stockpile provided for in section 4 of the 
Strategic and Critical Materials Stock Pil
ing Act (50 U.S.C. 98c). 
SEC. 13103. REQUIREMENT THAT CERTAIN AGEN

CIES PREFUND GOVERNMENT 
HEALTH BENEFITS CONTRIBUTIONS 
FOR THEIR ANNUITANTS. 

(a) DEFINITIONS.-For the purpose of this 
section-

(1) the term "agency" means any agency 
or other instrumentality within the execu
tive branch of the Government, the receipts 
and disbursements of which are not gen
erally included in the totals of the budget of 
the United States Government submitted by 
the President; 
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(2) the term "health benefits plan" means, 

with respect to an agency, a health benefits 
plan, established by or under Federal law, in 
which employees or annuitants of such agen
cy may participate; 

(3) the term "health-benefits coverage" 
means coverage under a health benefits plan; 

(4) an individual shall be considered to be 
an "annuitant of an agency" if such individ
ual is entitled to an annuity, under a retire
ment system established by or under Federal 
law, by virtue of-

(A) such individual's service with, and sep
aration from, such agency; or 

(B) being the survivor of an annuitant 
under subparagraph (A) or of an individual 
who died while employed by such agency; 
and 

(5) the term "Office"' means the Office of 
Personnel Management. 

(b) PREFUNDING REQUffiEMENT.-
(1) IN GENERAL.-Effective as of October 1, 

1996, each agency shall be required to prepay 
the Government contributions which are or 
will be required in connection with providing 
health-benefits coverage for annuitants of 
such agency. 

(2) REGULATIONS.-The Office shall pre
scribe such regulations as may be necessary 
to carry out this section. The regulations 
shall be designed to ensure at least the fol
lowing: 

(A) Amounts paid by each agency shall be 
sufficient to cover the amounts which would 
otherwise be payable by such agency (on a 
" pay-as-you-go" basis), on or after the appli
cable effective date under paragraph (1), on 
behalf of-

(i) individuals who are annuitants of the 
agency as of such effective date; and 

(ii) individuals who are employed by the 
agency as of such effective date, or who be
come employed by the agency after such ef
fective date, after such individuals have be
come annuitants of the agency (including 
their survivors). 

(B)(i) For purposes of determining any 
amounts payable by an agency-

(!) this section shall be treated as if it had 
taken effect at the beginning of the 20-year 
period which ends on the effective date appli
cable under paragraph (1) with respect to 
such agency; and 

(II) in addition to any amounts payable 
under subparagraph (A), each agency shall 
also be responsible for paying any amounts 
for which it would have been responsible, 
with respect to the 20-year period described 
in subclause (I), in connection with any indi
viduals who are annuitants or employees of 
the agency as of the applicable effective date 
under paragraph (1). 

(ii) Any amounts payable under this sub
paragraph for periods preceding the applica
ble effective date under paragraph (1) shall 
be payable in equal installments over the 20-
year period beginning on such effective date. 

(c) FASB STANDARDS.-Regulations under 
subsection (b) shall be in conformance with 
the provisions of standard 106 of the Finan
cial Accounting Standards Board, issued in 
December 1990. 

(d) CLARIFICATION.-Nothing in this section 
shall be considered to permit or require du
plicative payments ·on behalf of any individ
uals. 

(e) DRAFT LEGISLATION.-The Office shall 
prepare and submit to Congress any draft 

legislation which may be necessary in order 
to carry out this section. 
SEC. 13104. APPLICATION OF OMB CIRCULAR A-

129. 

The provisions of Office of Management 
and Budget Circular No. A-129, relating to 
policies for Federal credit programs and non
tax receivables, as in effect on the date of en
actment of this Act, shall apply as provided 
in that circular. 
SEC. 13105. 7·YEAR EXTENSION OF HAZARDOUS 

SUBSTANCE SUPERFUND EXCISE 
TAXES. 

(a) EXTENSION OF TAXES.-
(1) EXTENSION OF HAZARDOUS SUBSTANCE 

SUPERFUND FINANCING RATE.-Subsection (e) 
of section 4611 of the Internal Revenue Code 
of 1986 is amended to read as follows: 

"(e) APPLICATION OF HAZARDOUS SUBSTANCE 
SUPERFUND FINANCING RATE.-The Hazardous 
Substance Superfund financing rate under 
this section shall apply after December 31, 
1986, and before January 1, 2003." 

(2) APPLICATION OF TAX.-Subsection (e) of 
section 59A (relating to application of envi
ronmental tax) is amended to read as fol
lows: 

"(e) APPLICATION OF TAX.-The tax imposed 
by this section shall apply to taxable years 
beginning after December 31, 1986, and before 
January 1, 2003." 

(b) EXTENSION OF REPAYMENT DEADLINE 
FOR SUPERFUND BORROWING.-Subparagraph 
(B) of section 9507(d)(3) of such Code is 
amended by striking "December 31, 1995" and 
inserting "December 31, 2002". 

(C) EFFECTIVE DATE.-The amendments 
made by this section shall take effect on 
January 1, 1996. 
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